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part  Marketing  area  Docket  No. 


1030  Chicago  Regional . . AO-361-A3. 

1032  Souttiern  Illinois . . . . AO-313-A20. 
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Evansville. 

1040  Indiana . AO-310-A16. 

1050  Central  Illinois . AO-355-A0. 

1062  St.  Louis-Oxarks . . . AO-10-A42. 

1009  Paducah,  Ky . AO-183-A24. 


Notice  is  hereby  given  of  the  filing  with 
the  Hearing  Clerk  of  this  recommended 
decision  with  respect  to  proposed  amend¬ 
ments  to  the  tentative  marketing  agree¬ 
ments  and  orders  regulating  the  handling 
of  milk  in  the  aforesaid  marketing  areas. 

Interested  parties  may  file  written  ex¬ 
ceptions  to  this  decision  with  the  Hear¬ 
ing  Clerk,  U.S.  Department  of  Agri¬ 
culture,  Washington,  D.C.  20250,  by  the 
20th  day  after  publication  of  this  decision 
in  the  Federal  Register.  Seven  copies 
of  the  exceptions  should  be  filed.  All 
written  submissions  made  pursuant  to 
this  notice  will  be  made  available  for 
public  inspection  at  the  office  of  the 
.Hearing  Clerk  during  regular  business 
hours  (7  CFR  1.27(b)). 

The  above  notice  of  filing  of  the  deci¬ 
sion  and  of  opportunity  to  file  exceptions 
thereto  is  issued  pursuant  to  the  provi¬ 
sions  of  the  Agricultural  Marketing 
Agreement  Act  of  1937,  as  amended  (7 
U.S.C.  601  et  seq.),  and  the  applicable 
rules  of  practice  and  procedure  govern¬ 
ing  the  formulation  of  marketing  agree¬ 
ments  and  marketing  orders  (7  CFR  Part 
900). 

Preliminary  Statement 

The  hearing  on  the  record  of  which 
the  proposed  amendments,  as  herein¬ 
after  set  forth,  to  the  tentative  market¬ 
ing  agreements  and  to  the  orders  as 
amended,  were  formulated,  was  con¬ 
ducted  at  Clayton,  Mo.,  on  July  14-22, 
1970,  pursuant  to  notice  thereof  which 
was  issued  June  26,  1970  (35  F.R.  10692). 

The  material  issues  on  the  record  of  the 
hearing  relate  to: 

1.  Application  of  a  uniform  milk  classi¬ 
fication  plant  in  the  seven  markets: 

2.  Revision  of  the  present  Class  I 
classification; 

3.  Classification  and  pricing  of  milk 
not  needed  for  Class  I  use: 

4.  Miscellaneous  classification  and  ac¬ 
counting  changes: 

( a )  Other  source  milk  definition : 

(b)  Accounting  for  nonfat  milk  solids 
added  to  milk  and  milk  products; 
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(c)  Classification  of  milk  transferred 
or  diverted  to  other  plants: 

(d)  Classification  and  end-of-month 
inventories; 

(e)  Shrinkage  allowances; 

(f)  Allocation  of  receipts  to  utiliza¬ 
tion; 

(g)  Obligations  relative  to  other  source 
milk;  and 

(h)  Reports; 

5.  Changing  the  butterfat  differen¬ 
tials;  and 

6.  Advance  announcement  of  prices  for 
surplus  milk. 

General  setting  of  the  hearing.  Prior  to 
the  hearing,  the  National  Milk  Producers 
Federation,  an  organization  of  coopera¬ 
tive  associations  of  dairy  farmers  and 
federations  of  such  cooperative  associa¬ 
tions,  undertook  the  development  of  a 
uniform  milk  classification  plan  for  use 
under  Federal  milk  orders.  Guidelines 
were  formulated  for  use  by  member  orga¬ 
nizations  in  the  drafting  of  specific  classi¬ 
fication  proposals  for  consideration  at 
public  hearings. 

Using  these  guidelines  as  a  basis  for 
their  proposals.  Associated  Milk  Pro¬ 
ducers,  Inc.,  Dairymen,  Inc.,  Mid- 
America  Dairymen,  Inc.,  and  Pure  Milk 
Products  Cooperative  petitioned  the 
Department  for  a  hearing  on  various  pro¬ 
posals  relating  to  the  classification  and 
pricing  of  milk  in  the  seven  subject  mar¬ 
kets.  These  four  cooperative  associations, 
which  will  be  referred  to  in  this  decision 
as  the  “principal”  cooperatives,  collec¬ 
tively  represent  a  substantial  number  of 
the  producers  associated  with  each  of 
these  markets. 

The  main  thrust  of  the  cooperatives’ 
proposals  was  the  proposed  use  of  an 
identical  classification  plan  under  each 
of  the  seven  orders.  As  proposed,  the  new 
plan  would  have  three  classes  of  utiliza¬ 
tion  rather  than  the  two  classes  now 
provided  in  each  order.  The  present 
Class  II  classification  would  be  redesig¬ 
nated  as  Class  III  and  a  new  Class  II 
classification,  which  would  include  vari¬ 
ous  milk  products  now  in  Class  I  and 
Class  II,  would  be  established. 

Corollary  proposals  by  the  principal 
cooperatives  would  provide  that  the 
Class  III  price  under  each  order  be  the 
Minnesota  -  Wisconsin  manufacturing 
milk  price  for  the  month.  They  proposed 
that  the  new  Class  II  price  under  each 
order  be  the  Minnesota-Wisconsin  price 
plus  10  cents.  They  proposed  also  that 
a  single  handler  butterfat  differential 
apply  to  all  three  classes.  This  differen¬ 
tial,  which  would  be  identical  among  the 
seven  orders,  would  be  based  on  the  Chi¬ 
cago  butter  price  times  a  factor  of  0.115. 

These  proposals  in  general  were  en¬ 
dorsed  at  the  hearing  by  the  Association 
of  Operating  Cooperatives  on  behalf  of 
six  Wisconsin-based  producer  groups. 
These  cooperatives  proposed,  however, 
that  the  price  to  be  applicable  to  milk 
used  in  butter  and  nonfat  dry  milk  be 
the  lower  of  the  Minnesota-Wisconsin 
price  or  a  butter-nonfat  dry  milk  for¬ 
mula  price.  Another  cooperative  associ¬ 
ation,  Land  O’Lakes,  Inc.,  proposed  that 
the  lower  of  the  Minnesota-Wisconsin 
price  or  the  product  formula  price  apply 
to  all  Class  III  uses  of  milk.  Its  butter- 


nonfat  dry  milk  formula  price  would  be 
lower  relative  to  the  formula  price  pro¬ 
posed  by  the  Association  of  Operating 
Cooperatives. 

A  uniform  classification  plan  for  the 
seven  orders  was  advocated  also  by  the 
Milk  Industry  Foundation  and  the  In¬ 
ternational  Association  of  Ice  Cream 
Manufacturers,  national  trade  associa¬ 
tions  of  fluid  milk  and  ice  cream  proces¬ 
sors  whose  members  operate  in  each  of 
the  seven  subject  markets.  Instead  of 
taking  a  position  on  whether  there 
should  be  two  or  three  use  classes,  these 
groups  offered  alternative  proposals  on 
the  classification  of  various  milk  prod¬ 
ucts  under  either  type  of  classification 
plan.  Individual  handlers  also  made  pro¬ 
posals  concerning  specific  aspects  of  the 
classification  scheme. 

Findings  and  Conclusions 

The  following  findings  and  conclusions 
on  the  material  issues  are  based  on  evi¬ 
dence  presented  at  the  hearing  and  the 
record  thereof: 

1.  Application  of  a  uniform  milk  clas¬ 
sification  plan  in  the  seven  markets. 
Each  of  the  seven  orders  under  consid¬ 
eration  should  provide  for  the  same  basic 
classification  plan.  As  adopted  herein, 
each  order  would  provide  for  three 
classes  of  utilization,  with  the  milk  uses 
included  in  each  class  being  the  same 
for  each  order.  Likewise,  the  same  basic 
procedure  would  be  used  under  each  or¬ 
der  for  classifying  milk  transferred  or 
diverted  from  cool  plants  to  other  plants, 
and  for  allocating  a  handler’s  receipts 
to  his  utilization  to  determine  the  clas¬ 
sification  of  his  producer  milk.  Also,  each 
order  would  use  the  same  butterfat  dif¬ 
ferential,  which  would  be  identical  for 
all  classes,  and  the  same  Class  II  and 
Class  III  price  formulas. 

The  statutory  authority  for  Federal 
milk  orders  specifies  that  an  order  shall 
classify  milk  purchased  by  handlers  from 
producers  or  associations  of  producers 
in  accordance  with  the  form  in  which  or 
the  purpose  for  which  the  milk  is  used. 
When  each  of  the  seven  subject  orders 
was  promulgated,  the  classification  plan 
adopted  reflected  the  marketing  condi¬ 
tions  and  practices  prevailing  at  the  time 
in  the  local  area  concerned.  Because  con¬ 
ditions  were  seldom  alike  from  market 
to  market,  the  classification  plans  often 
varied  from  one  order  to  another.  As 
long  as  the  markets  remained  relatively 
isolated  from  each  other,  marketing 
problems  resulting  from  the  differences 
in  the  various  classification  plans  were 
minimal. 

In  recent  years  the  “local”  character 
of  these  markets  has  been  disappearing. 
Intermarket  movements  of  milk  have 
become  commonplace  as  handlers  and 
producers  alike  seek  to  find  additional 
outlets  for  milk.  Such  milk  movements 
have  been  encouraged  or  facilitated  by 
such  developments  as  inspection  reci¬ 
procity  between  health  jurisdictions, 
improved  highway  networks  and  trans¬ 
portation  equipment,  conversion  from 
can  handling  to  farm  bulk  tanks,  new 
processing  and  packaging  techniques, 
and  concentration  of  processing  and 
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packaging  operations  in  large,  special¬ 
ized  facilities. 

Widespread  distribution  patterns  pre¬ 
vail  particularly  for  the  processors  of 
specialty  products  such  as  yogurt  and 
sterilized  cream  items.  Although  the  vol¬ 
ume  of  these  products  is  relatively  lim¬ 
ited,  it  is  probably  the  distribution  of 
thpse  products  more  than  any  others  that 
has  precipitated  such  general  interest 
within  the  industry  for  uniform  classi¬ 
fication  provisions  among  Federal  orders. 

Several  cases  cited  on  the  record  serve 
to  illustrate  the  widespread  movements 
of  packaged  specialty  product?.  At  the 
time  of  the  hearing  a  handler  regulated 
under  the  Paducah  order  was  distrib¬ 
uting  half  and  half  or  whipping  cream 
in  20  federally  regulated  marketing 
areas,  including  six  of  the  markets  in¬ 
volved  in  this  hearing.  Similarly,  a  han¬ 
dler  under  the  Louisville-Lexington- 
Evansville  order  was  selling  half  and 
half,  yogurt  or  sour  cream  in  12  Federal 
ofder  markets.  A  processor  with  plants 
in  New  York  and  Ohio  was  selling  yogurt 
in  nearly  every  State  east  of  the  Missis¬ 
sippi  River,  which  includes  most  of  the 
markets  involved  in  this  proceeding. 

Although  the  seven  orders  have  been 
revised  from  time  to  time  to  reflect  the 
closer  intermarket  relationships,  the 
classification  plans  of  these  orders  con¬ 
tinue  to  differ.  The  differences  relate  not 
only  to  the  products  included  in  each 
respective  class,  but  also  to  the  attendant 
class  prices  and  butterfat  differentials, 
the  rules  for  classifying  milk  moved  from 
one  plant  to  another,  the  procedure  for 
allocating  a  handler’s  receipts  to  his  utili¬ 
zation,  the  method  of  classifying  end-of- 
month  inventories,  and  the  manner  of 
classifying  shrinkage. 

Such  differences  in  the  classification 
and  pricing  of  milk  are  often  disruptive 
to  the  competitive  relationships  of  han¬ 
dlers  and  to  the  marketing  of  producer 
milk.  Many  of  these  differences,  though, 
have  little,  if.  any,  foundation  under  to¬ 
day’s  marketing  conditions.  It  is  thus 
concluded  that  a  generally  uniform  clas¬ 
sification  and  pricing  plan  should  be  in¬ 
corporated  in  each  of  the  seven  orders 
under  consideration. 

It  should  be  noted  that  the  amend¬ 
ments  to  each  of  the  seven  orders  that 
are  attached  to  this  decision  do  not  re¬ 
flect  the  proposed  amendments  to  such 
orders  that  were  set  forth  in  the  Assist¬ 
ant  Secretary’s  decision  on  “General 
Provisions”  which  was  issued  on  April  15, 
1971  (36  F.R.  7514),  of  which  official 
notice  is  taken.  Correlation  of  the  Gen¬ 
eral  Provisions  amendments  with  those 
adopted  herein  would  be  necessary  at  a 
later  stage  in  this  proceeding. 

2.  Revision  of  the  present  Class  I  clas¬ 
sification.  With  certain  exceptions  noted 
below,  Class  I  milk  under  each  of  the 
seven  subject  orders  should  include  all 
skim  milk  and  butterfat  disposed  of  in 
the  form  of  milk,  skim  milk,  lowfat  milk, 
milk  drinks,  eggnog,  buttermilk,  filled 
milk,  and  milk  shake  and  ice  milk  mixes 
containing  less  than  20  percent  total 
solids.  Skim  milk  and  butterfat  disposed 
of  in  any  such  product  that  is  flavored, 
cultured,  modified  with  added  nonfat 


milk  solids,  concentrated  (if  in  a  con¬ 
sumer-type  package),  or  reconstituted, 
likewise  should  be  classified  as  Class  I 
milk.  Such  classification  should  apply 
whether  the  products  are  disposed  of  in 
fluid  or  frozen  form. 

In  addition,  Class  I  milk  should  include 
all  skim  milk  and  butterfat  disposed  of 
in  the  form  of  any  other  fluid  or  frozen 
milk  product  (if  not  specifically  desig¬ 
nated  as  a  Class  II  or  Class  in  use)  that 
contains  by  weight  at  least  80  percent 
water  and  6.5  percent  nonfat  milk  solids, 
and  less  than  9  percent  butterfat  and  20 
percent  total  solids. 

Skim  milk  disposed  of  in  any  product 
described  above  that  is  modified  by  the 
addition  of  nonfat  milk  solids  should  be 
Class  I  milk  only  to  the  extent  of  the 
weight  of  the  skim  milk  in  an  equal  vol¬ 
ume  of  an  unmodified  product  of  the 
same  nature  and  butterfat  content. 

Class  I  milk  should  not  include  skim 
milk  or  butterfat  disposed  of  in  the  form 
of  evaporated  or  condensed  milk  or  skim 
milk  in  plain  or  sweetened  form,  form¬ 
ulas  especially  prepared  for  infant  feed¬ 
ing  or  dietary  use  that  are  packaged  in 
hermetically  sealed  glass  or  all-metal 
containers,  and  any  product  that  con¬ 
tains  by  weight  less  than  6.5  percent  non¬ 
fat  milk  solids. 

As  a  convenience  in  drafting  order  pro¬ 
visions,  each  product  designated  herein 
as  a  Class  I  product  would  be  defined  in 
the  seven  orders  as  a  “fluid  milk 
product.” 1 

Class  I  milk  should  include  also  pack¬ 
aged  fluid  milk  products  that  are  in  a 
plant’s  inventory  at  the  end  of  the 
month.  In  addition,  any  skim  milk  and 
butterfat  not  specifically  accounted  for 
in  Class  n  or  Class  m,  except  that 
shrinkage  permitted  a  Class  III  classifi¬ 
cation,  should  be  classified  as  Class  I 
milk. 

Except  for  sterilized  products,  most  of 
the  products  herein  included  in  Class  I 
are  presently  included  in  the  Class  I 
classification  under  each  of  the  seven 
orders.  Only  the  Chicago  Regional  order, 
however,  now  includes  any  milk  shake 
mixes  in  Class  I.  None  of  the  orders  in¬ 
cludes  eggnog  in  Class  I.  The  Paducah 
order  is  the  only  one  of  the  seven  orders 
that  includes  sterilized  fluid  milk  prod¬ 
ucts  (other  than  cream  items)  in  Class  I. 

The  adopted  Class  I  classification 
would  not  include  cream  products  or 
mixtures  of  cream  and  milk  or  skim  milk 
(such  as  half  and  half)  containing  9  per¬ 
cent  or  more  butterfat.  Sweet  cream 
(except  that  in  frozen,  concentrated, 
aerated  or  sterilized  form)  and  half  and 
half  are  presently  Class  I  products  under 
the  seven  orders.  Grade  A  sour  cream  is 
a  Class  I  product  under  all  but  the  In¬ 
diana  order,  while  Grade  A  sour  cream 


1  The  reader  should  keep  in  mind  that  the 
orders  do  not  classify  products  per  se  but 
rather  the  skim  milk  and  butterfat  disposed 
of  In  the  form  of  a  particular  product  or 
used  to  produce  a  particular  product.  To 
simplify  the  presentation  of  the  findings  and 
conclusions,  however,  reference  is  made  In 
this  decision  to  Class  I  products,  Class  II 
products  and  Class  in  products,  or  to  certain 
products  included  In  a  particular  class. 


mixtures  are  Class  I  items  under  all  but 
the  Indiana  and  Paducah  orders.  Also, 
non-Grade  A  sour  cream  is  presently  a 
Class  I  product  under  the  Paducah  and 
Louisville-Lexington-Evansville  orders. 

Under  the  adopted  changes,  yogurt 
would  not  be  a  Class  I  product.  A  Class 
I  classification  for  yogurt,  which  is  now 
in  the  surplus  class  under  these  orders, 
was  proposed  by  the  principal  coopera¬ 
tives. 

The  proposals  concerning  the  Class  I 
classification  of  milk  related  primarily 
to  the  use  under  all  orders  of  a  uniform 
fluid  milk  product  definition  based  on 
product  composition,  and  to  the  appro¬ 
priate  classification  of  milk  shake  and 
ice  milk  mixes,  eggnog,  sterilized  fluid 
milk  products,  cream,  yogurt,  fluid  milk 
products  to  which  nonfat  milk  solids 
have  been  added  and  ending  inventory. 
The  classification  of  cream  and  yogurt 
is  discussed  under  Issue  3  which  deals 
with  the  classification  and  pricing  of 
milk  not  needed  for  Class  I  use.  The 
method  of  accounting  for  nonfat  milk 
solids  added  to  fluid  milk  products  is 
discussed  under  Issue  4(b).  The  classi¬ 
fication  of  ending  inventory  is  dealt  with 
under  Issue  4(d).  The  remaining  Class  I 
issues  are  dealt  with  at  this  point. 

Milk  shake  and  ice  milk  mixes  con¬ 
taining  less  than  20  percent  total  solids 
should  be  included  in  Class  I.  Such  mixes 
containing  a  greater  percentage  of  solids 
should  be  Class  III  products. 

The  principal  cooperatives  proposed 
that  milk  shake  mixes  that  “are  not  fur¬ 
ther  processed  in  a  commercial  estab¬ 
lishment”  be  in  Class  I.  They  proposed 
that  all  other  milk  shake  mixes  be  in 
Class  II.  The  national  organizations  of 
fluid  milk  and  ice  cream  processors,  on 
the  other  hand,  asked  that  all  milk  shake 
mixes  be  included  in  the  lowest  classi¬ 
fication. 

Milk  shake  and  ice  milk  mixes  are  be¬ 
ing  marketed  generally  through  two 
channels.  Limited  quantities  of  such 
mixes  are  processed  for  home  consump¬ 
tion,  with  such  mixes  being  distributed 
to  consumers  through  food  stores  and 
on  home  delivery  routes.  The  major  out¬ 
let  for  milk  shake  and  ice  milk  mixes, 
though,  is  the  so-called  “soft-serve” 
trade.  Mixes  processed  by  regulated  han¬ 
dlers  for  this  use  are  sold  to  commercial 
establishments  where  the  product  is  run 
through  a  special  freezer  and  dispensed 
to  the  public  in  a  semisoft  form. 

Milk  shake  and  ice  milk  mixes  are 
basically  similar  in  composition  and  pur¬ 
pose  to  what  might  be  considered  as  tra¬ 
ditional  frozen  desserts,  such  as  ice 
cream.  Although  such  shake  mixes  are 
intended  to  be  consumed  in  a  semisoft 
form,  or  even  in  a  very  thick  fluid  form, 
they  are  being  marketed  for  essentially 
the  same  use  as  the  traditional  frozen 
desserts.  This  is  the  case  whether  such 
mixes  are  sold  through  the  "soft-serve” 
trade  or  for  home  use.  With  minor  excep¬ 
tion,  as  noted  below,  milk  used  in  milk 
shake  and  ice  milk  mixes  thus  should  be 
classified  in  the  same  class  as  milk  used 
in  the  traditional  frozen  desserts.  As  dis¬ 
cussed  later  in  this  decision,  the  classifi- 
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cation  plan  adopted  herein  includes 
frozen  desserts  in  Class  in. 

It  is  possible  that  a  product  very  simi¬ 
lar  in  composition  and  form  to  chocolate 
milk  could  be  marketed  under  the  label 
of  a  milk  shake  mix  for  the  purpose  of 
having  a  lower  classification  apply  to  the 
product.  Since  such  a  product  actually 
would  have  the  same  general  form  and 
purpose  as  other  fluid  milk  products  now 
classified  as  Class  I  under  these  orders, 
it  should  be  included  in  the  Class  I  classi¬ 
fication.  It  is  necessary,  though,  to  pro¬ 
vide  some  means  of  distinguishing 
between  such  a  product  and  the  general 
category  of  milk  shake  mixes  that  are  be¬ 
ing  sold  in  competition  with  frozen  des¬ 
serts.  For  this  purpose,  the  total  solids 
content  of  the  product  should  be  used.  A 
standard  of  20  percent  or  more  total 
solids  should  encompass  those  milk  shake 
and  ice  milk  mixes  intended  for  use 
as  a  type  of  frozen  dessert.  Mixes  with 
less  solids  are  similar  in  composition  to 
chocolate  milk  and  other  flavored  fluid 
milk  products  and  should  be  a  Class  I 
product. 

The  principal  cooperatives  proposed 
that  eggnog,  which  is  presently  a  Class 
II  product  under  each  order,  be  included 
in  the  new  intermediate  price  class.  Al¬ 
though  recognizing  that  e°gnog  is  a 
beverage  that  competes  with  presently 
defined  fluid  milk  products,  the  coopera¬ 
tives  contended  that  eggnog  should  not 
be  a  Class  I  product  because  of  its  rela¬ 
tively  high  butterfat  content  and  its 
highly  seasonal  demand.  In  addition  to 
generally  supporting  the  cooperatives’ 
position,  handlers  urged  that  eggnog 
flavored  fluid  milk  products  be  included 
in  the  same  class  as  eggnog  since  eggnog 
and  eggnog  flavored  products  tire  com¬ 
peting  products. 

Including  eggnog  in  Class  I  recog¬ 
nizes  that  this  product  has  essentially 
the  same  marketing  characteristics  that 
other  Class  I  products  being  marketed 
for  beverage  use  have.  Eggnog  is  pre¬ 
pared  for  use  as  a  beverage.  Regulated 
handlers  processing  eggnog  distribute 
this  product  in  the  same  type  of  con¬ 
sumer  packages  and  in  the  same  trade 
channels  as  in  the  case  of  other  Class  I 
beverages,  including  eggnog  flavored 
fluid  milk  products.  Thus,  the  classifi¬ 
cation  of  milk  used  in  eggnog  should  be 
the  same  as  the  Class  I  classification 
applicable  to  other  beverage  products. 

No  exception  to  the  Class  I  classifica¬ 
tion  of  milk  should  be  made  for  fluid 
milk  products  in  sterilized  form.  This 
was  proposed  by  the  principal  coopera¬ 
tives  and  the  national  organizations  of 
fluid  milk  and  ice  cream  processors.  A 
group  of  handlers  in  the  Indiana  and 
Louisville-Lexington-Evansville  markets 
proposed,  however,  that  all  sterilized 
products  in  rigid  metal  or  glass  con¬ 
tainers  be  excluded  from  Class  I. 

The  sterilization  of  fluid  milk  products 
does  not  change  the  form  or  purpose  of 
such  products.  As  in  the  case  of  the  un¬ 
sterilized  fluid  milk  products  which  they 
resemble,  such  sterilized  products  are 
disposed  of  in  fluid  form  for  consumption 
as  a  beverage.  They  are  generally  in¬ 
tended  for  use  in  place  of  their  unsteri¬ 


lized  counterparts  and  are  thus  compet¬ 
ing  for  the  same  consumers. 

Returns  to  producers  for  milk  disposed 
of  in  the  form  of  fluid  milk  products 
should  be  the  same  whether  such  pro¬ 
ducts  are  sterilized  or  unsterilized.  Such 
products  in  either  form  are  being  mar¬ 
keted  for  the  same  beverage  use.  Classi¬ 
fying  all  such  products  in  Class  I  will 
assure  that  the  returns  from  producer 
milk  used  in  sterilized  fluid  milk  products 
will  contribute  on  the  same  basis  as  re¬ 
turns  from  producer  milk  used  in  un¬ 
sterilized  fluid  milk  products  toward  in¬ 
ducing  an  adequate  supply  of  milk  for 
beverage  use. 

With  the  removal  of  any  exception  to 
the  Class  I  classification  of  milk  because 
of  sterilization,  specific  reference  must 
be  made  in  the  “fluid  milk  product”  def¬ 
inition  to  the  exclusion  of  certain  prod¬ 
ucts  that  otherwise  could  be  construed 
to  fall  within  such  definition.  Such  prod¬ 
ucts  are  evaporated  or  condensed  milk 
or  skim  milk,  formulas  in  hermetically 
sealed  glass  or  all-metal  containers  that 
are  especially  prepared  for  infant  feed¬ 
ing  or  dietary  use,  and  products  (such 
as  flavored  drinks  in  “pop”  bottles)  con¬ 
taining  by  weight  less  than  6.5  percent 
nonfat  milk  solids.  These  products, 
which  are  being  sold  in  sterilized  form, 
are  now  excluded  from  the  Class  I  classi¬ 
fication  and,  as  proposed  by  coopera¬ 
tives  and  handlers,  such  exclusion  should 
be  continued,  notwithstanding  the  fact 
that  they  are  sold  to  the  public  in  fluid 
form.  Evaporated  milk  and  condensed 
milk  sold  for  home  use  are  intended 
primarily  for  cooking  purposes.  They 
are  not  consumed  normally  as  a  bever¬ 
age.  Infant  and  dietary  formulas,  which 
are  being  sold  in  hermetically  sealed 
glass  or  all-metal  containers,  are  special¬ 
ized  food  products  prepared  for  a  limited 
use.  Such  formulas  do  not  compete  with 
other  milk  beverages  consumed  by  the 
general  public.  Similarly,  fluid  products 
containing  only  a  minimal  amount  of 
nonfat  milk  solids  are  not  considered  as 
being  in  the  competitive  sphere  of  the 
traditional  milk  beverages. 

Fluid  milk  products  should  not  be  de¬ 
fined  only  on  the  basis  of  product  com¬ 
position,  as  was  proposed  by  the  principal 
cooperatives.  Contending  that  the  pres¬ 
ent  fluid  milk  product  definition  in  each 
order  does  not  clearly  identify  those 
products  that  are  intended  to  be  classi¬ 
fied  as  Class  I  products,  the  coopera¬ 
tives  proposed  that  a  fluid  milk  product 
be  defined  solely  in  terms  of  moisture 
and  milk  solids  content  of  the  product. 
As  proposed  by  producers,  a  “fluid  milk 
product”  would  be  any  product  contain¬ 
ing  at  least  6.5  percent  but  less  than  27 
percent  nonfat  milk  solids,  less  than  9 
percent  moisture,  all  computed  on  the 
basis  of  weight. 

In  support  of  their  proposal,  propo¬ 
nents  indicated  that  such  a  definition 
would  result  in  a  more  uniform  applica¬ 
tion  among  the  seven  orders  of  the  classi¬ 
fication  provisions.  They  contended  that 
the  listing  of  products  under  the  cur¬ 
rent  definitions  does  not  accommodate 
the  proper  classification  of  new  products 
or  variations  of  the  listed  products  when 


they  are  introduced  on  the  market.  Pro¬ 
ponents  pointed  out  that  as  market  ad¬ 
ministrators  have  had  to  make  order 
interpretations  in  response  to  this  situ¬ 
ation  variations  in  interpretation  and 
classification  have  resulted  among  the 
markets.  Adoption  of  the  proposed  defi¬ 
nition,  it  was  contended,  would  eliminate 
such  problems.  Any  product  meeting  the 
specified  composition  limits  for  a  fluid 
milk  product  would  be  a  fluid  milk  prod¬ 
uct  regardless  of  the  name  under  which 
the  product  might  be  marketed. 

Proponents  recognized,  however,  that 
their  proposed  fluid  milk  product  defi¬ 
nition  would  include  some  products  not 
intended  by  them  to  be  in  Class  I,  and,  at 
the  same  time,  would  exclude  certain 
products  that  they  wanted  in  this  classi¬ 
fication.  To  overcome  this  problem,  pro¬ 
ponents  stated  that  certain  products 
should  be  listed  by  name,  either  as  in¬ 
clusions  or  exclusions,  to  assure  that  the 
fluid  milk  product  definition  would  in¬ 
clude  those  products,  and  only  those 
products,  warranting  a  Class  I  classifi¬ 
cation. 

Handlers  generally  took  the  position 
that  the  fluid  milk  product  definition 
should  continue  to  list  by  name  those 
products  intended  to  be  included  in  Class 
I.  They  believed  that  this  procedure 
would  result  in  less  confusion  within  the 
industry  concerning  the  application  of 
this  definition. 

The  primary  concern  with  any  fluid 
milk  product  definition  is  that  it  clearly 
define  the  products  or  types  of  products 
that  are  intended  to  be  included  in  the 
definition.  The  fluid  milk  product  defi¬ 
nition  adopted  herein,  which  incorpo¬ 
rates  both  the  listing  of  specified  prod¬ 
ucts  and  the  use  of  composition  percent¬ 
ages,  should  meet  this  requirement.  In¬ 
corporation  of  this  definition  in  each  of 
the  seven  orders  will  provide  a  uniform 
basis  for  identifying  those  products  that 
are  to  be  fluid  milk  products. 

For  simplicity,  the  fluid  milk  product 
definition  should  continue  to  list  the  ge¬ 
neric  names  of  those  products  commonly 
sold  for  consumption  as  beverages.  The 
products  listed  in  the  adopted  definition 
encompass  most  of  the  forms  in  which 
milk  for  fluid  uses  is  sold.  Anyone  refer¬ 
ring  to  this  fluid  milk  product  definition 
may  easily  ascertain  in  the  case  of  most 
milk  products  whether  or  not  a  particu¬ 
lar  product  is  included  in  the  definition. 

A  listing  of  products  alone  in  the  fluid 
milk  product  definition  may  not  clearly 
indicate  the  classification  of  new  milk 
products  developed  for  fluid  consumption. 
With  certain  limited  exceptions  noted, 
the  fluid  milk  product  definition  is  in¬ 
tended  to  include  all  milk  products  that 
are  distributed  for  use  as  beverages.  Al¬ 
though  a  new  milk  beverage  introduced 
on  the  market  might  not  be  encompassed 
within  the  list  of  named  products,  it 
should  be  treated  as  a  fluid  milk  product, 
nevertheless,  if  its  composition  is  similar 
to  that  of  the  listed  products.  This  will 
be  the  result  of  the  standards  of  product 
composition  for  fluid  milk  products 
herein  adopted. 

As  indicated,  the  adopted  composition 
standards  would  embrace  any  product 
not  specified  as  a  Class  n  or  Class  III 
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product  that  contains  by  weight  at  least 
80  percent  water  and  6.5  percent  non¬ 
fat  milk  solids,  and  less  than  9  percent 
butterfat  and  20  percent  total  solids. 
These  standards  are  chosen  so  as  to  con¬ 
form  as  closely  as  possible  to  the  water, 
solids  and  butterfat  content  of  those 
products  specifically  listed  in  the  fluid 
milk  product  definition  that  are  com¬ 
monly  sold  for  use  as  beverages. 

The  9  percent  butterfat  standard  coin¬ 
cides  with  the  butterfat  percentage 
adopted  herein  to  delineate  the  mixtures 
of  cream  and  milk  or  skim  milk  to  be 
included  in  Class  n.  The  total  solids 
and  water  percentages  represent  a  rea¬ 
sonable  measure  of  the  fluidity  of  those 
products  that  normally  are  consumed  as 
beverages.  The  6.5  percent  nonfat  milk 
solids  standard  is  used  to  exclude  from 
the  fluid  milk  product  definition  those 
products  which  contain  some  milk  solids 
but  which  are  not  closely  identified  with 
the  dairy  industry,  such  as  chocolate 
flavored  drinks  in  “pop”  bottles.  In  the 
case  of  the  nonfat  milk  solids  standard, 
it  is  intended  that  nonfat  milk  solids  in¬ 
clude  such  milk  solids  as  lactose  and  the 
nonfat  solids  in  dried  whey. 

3.  Classification  and  “pricing  of  milk 
not  needed  for  Class  I  use.  The  present 
Class  II  classification  of  milk  under  each 
of  the  seven  orders  should  be  redesig¬ 
nated  as  Class  in,  and  a  new  Class  n 
classification  that  would  include  certain 
products  now  in  Class  I  and  Class  II 
should  be  established.  The  new  Class  II 
price  should  be  the  basic  formula  price 
(Minnesota- Wisconsin  manufacturing 
milk  price)  for  the  month  plus  20  cents. 
The  price  under  each  of  the  orders  for 
the  redesignated  Class  III  classification 
should  be  the  basic  formula  price  for  the 
month. 

The  new  Class  II  classification  should 
include  skim  milk  and  butterfat  used  to 
produce  cottage  cheese,  creamed  or  par¬ 
tially  creamed  cottage  cheese,  yogurt, 
sour  cream  and  any  sour  mixture  of 
cream  and  milk  or  skim  milk  containing 
9  percent  or  more  butterfat.  Included 
also  in  this  classification  should  be  skim 
milk  and  butterfat  disposed  of  in  the 
form  of  a  “fluid  cream  product”,  i.e., 
cream  or  any  mixture  of  cream  and  milk 
or  skim  milk  containing  9  percent  or 
more  butterfat.  Packaged  fluid  cream 
products  that  are  in  inventory  at  the  end 
of  the  month  likewise  should  be  in  Class 
n.  In  addition,  any  product  containing 
6  percent  or  more  nonmilk  fat  (or  oil) 
that  resembles  any  product  already 
named  in  this  paragraph  should  be  in 
this  class. 

The  redesignated  Class  III  classifica¬ 
tion  should  include  skim  milk  and  butter¬ 
fat  used  to  produce  cheese  (other  than 
cottage  cheese  and  creamed  or  partially 
creamed  cottage  cheese),  butter,  plastic 
cream,  frozen  cream,  anhydrous  milk  fat, 
any  milk  product  in  dry  form,  milk  shake 
and  ice  milk  mixes  (or  bases)  contain¬ 
ing  20  percent  or  more  total  solids, 
frozen  dessert,  frozen  dessert  mixes,  cus¬ 
tards,  puddings,  pancake  mixes,  formu¬ 
las  especially  prepared  for  infant  feeding 
or  dietary  use  that  are  packaged  in  her¬ 
metically  sealed  glass  or  all-metal  con¬ 


tainers,  evaporated  or  condensed  milk  or 
skim  milk  In  plain  or  sweetened  form 
that  is  in  a  consumer-type  package,  any 
concentrated  milk  product  in  bulk,  fluid 
form,  and  any  product  containing  6  per¬ 
cent  or  more  nonmilk  fat  (other  than  a 
Class  II  product) .  Any  other  product  not 
otherwise  designated  as  a  Class  I  or 
Class  n  product  also  should  be  included 
in  Class  III. 

Other  Class  III  uses  should  include 
bulk  fluid  milk  products  and  bulk  fluid 
cream  products  in  inventory  at  the  end 
of  the  month,  and  that  portion  of  modi¬ 
fied  (by  the  addition  of  nonfat  milk 
solids)  fluid  milk  products  not  included 
in  the  Class  I  classification.  Also,  a  Class 
III  classification  should  apply  to  bulk 
fluid  milk  products  and  bulk  fluid  cream 
products  disposed  of  to  any  commercial 
food  processing  establishment  (other 
than  a  milk  or  filled  milk  plant)  at 
which  food  products  (other  than  milk 
products  and  filled  milk)  are  proc¬ 
essed  and  at  which  there  is  no  dis¬ 
position  of  fluid  milk  products  other  than 
those  received  in  consumer-type  pack¬ 
ages.  In  addition,  Class  III  should  include 
any  fluid  milk  product  or  product  listed 
in  the  Class  II  classification  that  is 
dumped  or  disposed  of  for  animal  feed. 
Also,  shrinkage  within  certain  limits 
should  be  classified  as  Class  HI  milk. 

The  Class  II  classifications  under  the 
present  orders  are  essentially  alike.  Class 
II  uses  include  skim  milk  and  butterfat 
used  to  produce  any  product  other  than 
a  fluid  milk  product,  and  skim  milk  and 
butterfat  in  fluid  milk  products  that  are 
disposed  of  to  commercial  food  process¬ 
ing  establishments,  dumped,  disposed  of 
for  animal  feed,  or  in  inventory  at  the  end 
of  the  month.  Under  the  Southern  Illi¬ 
nois  and  Central  Illinois  orders,  such 
classification  of  inventory  is  limited  to 
fluid  milk  products  in  bulk  form.  The 
orders  also  include  shrinkage  (within 
certain  limits)  in  this  classification  and 
that  portion  of  the  skim  milk  equivalent 
of  nonfat  milk  solids  added  to  fluid  milk 
products  that  is  not  classified  as  Class  I 
milk. 

Under  five  of  the  seven  orders,  the 
present  Class  II  price  is  the  Minnesota- 
Wisconsin  manufacturing  milk  price.  The 
Indiana  order  establishes  the  Class  II 
price  at  the  lower  of  the  Minnesota- 
Wisconsin  price  of  a  butter-nonfat  dry 
milk  formula  price.  Under  the  Louis- 
ville-Lexington-Evansville  order,  the 
Class  II  price  for  the  months  of  Septem¬ 
ber  through  March  is  the  Minnesota- 
Wisconsin  price.  For  the  remaining 
months,  it  is  the  Minnesota-Wisconsin 
priceless  10  cents. 

The  principal  cooperatives  proposed 
that  the  present  Class  II  classification 
under  each  order  be  redesignated  as  Class 
III  and  that  many  of  the  uses  now  in¬ 
cluded  in  the  surplus  class  be  included 
in  a  new,  higher-priced  Class  n  class¬ 
ification.  These  uses  would  include  all 
soft  and  hard  cheeses  except  Cheddar 
cheese,  frozen  desserts,  milk  shake  mixes 
sold  to  commercial  establishments  for 
further  processing,  eggnog,  cream  in 
plastic,  frozen,  aerated  or  sterilized 
form,  anhydrous  milkfat,  sour  cream, 


sour  mixtures  (dips) ,  evaporated  or  con¬ 
densed  milk  or  skim  milk,  dietary  and 
infant  formulas,  custards,  puddings,  pan¬ 
cake  mixes,  any  product  with  6  percent 
or  more  nonmilk  fat  (or  oil) ,  and  fluid 
milk  products  disposed  of  to  commercial 
food  processors.  In  addition,  the  cooper¬ 
atives  proposed  that  the  new  Class  II  also 
include  all  cream  products  now  in  Class 
I,  i.e.,  cream,  mixtures  of  cream  and 
milk  or  skim  milk  containing  9  percent  or 
more  butterfat,  sour  cream  and  sour  mix¬ 
tures.  Under  their  proposal,  producer 
milk  allocated  to  these  uses  would  be 
priced  under  each  order  at  the  Minne¬ 
sota-Wisconsin  price  plus  10  cents. 

Of  the  present  Class  II  uses,  only 
Cheddar  cheese,  butter,  dried  products, 
dumpage,  animal  feed,  shrinkage,  ending 
inventory,  and  the  non-Class  I  portion 
of  modified  fluid  milk  products  would  re¬ 
main  in  the  lowest  class  under  the  coop¬ 
eratives’  proposal.  These  groups  asked 
that  milk  in  such  uses  be  priced  under 
each  order  at  the  Minnesota-Wisconsin 
price. 

In  support  of  their  proposed  classifi¬ 
cation  plan,  proponents  contended  that 
the  present  differences  in  the  demand  for 
certain  groups  of  milk  products  support 
three  different  price  levels,  or  classes  of 
utilization,  for  milk.  They  stated  that  the 
demands  for  Cheddar  cheese,  butter  and 
nonfat  dry  milk  are  quite  sensitive  to 
changes  in  product  prices,  thus  warrant¬ 
ing  the  classification  of  milk  used  in 
such  products  in  the  lowest  priced  class. 
Proponents  contended,  on  the  other 
hand,  that  other  products  presently  in 
Class  II  should  be  included  in  an  inter¬ 
mediate-priced  class  since  the  demands 
for  such  products  are  less  sensitive  to 
price  changes. 

The  principal  cooperatives  testified 
also  that  handlers  generally  demand  a 
regular  supply  of  producer  milk  for  many 
of  their  proposed  Class  II  uses  and  that 
alternative  supplies  of  milk  or  milk  prod¬ 
ucts  for  such  uses  cannot  be  obtained 
for  less  than  the  Class  n  price  they  pro¬ 
pose.  Moreover,  they  claimed  that  a 
higher  price  for  some  of  the  surplus  milk 
uses  would  result  in  products  other  than 
fluid  milk  products  bearing  some  of  the 
burden  of  attracting  a  total  supply  of 
milk  for  the  market. 

The  principal  cooperatives  contended 
further  that  a  lower  price  should  apply 
to  milk  used  in  cream  and  cream  mix¬ 
tures  now  in  Class  I.  They  pointed  out 
that  the  present  classification  has  placed 
these  products  in  a  poor  competitive  po¬ 
sition  in  the  market  relative  to  nondairy 
substitutes.  Indicating  that  the  industry 
already  may  have  waited  too  long  to 
shift  cream  products  to  a  lower  price 
category,  proponents  urged  a  lower  price 
for  milk  used  in  such  products  with  the 
hope  that  the  declining  demand  for 
cream  could  be  halted. 

The  classification  plan  proposed  by  the 
principal  cooperatives  was  generally  en¬ 
dorsed  by  other  cooperative  associations 
operating  in  or  near  the  seven  markets. 
One  group  of  cooperatives  urged,  how¬ 
ever,  that  all  “American”  cheeses,  rather 
than  just  Cheddar  cheese,  be  included  in 
Class  III.  “American”  cheeses  are  com- 
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monly  considered  to  include  Cheddar  butter-nonfat  dry  milk  formula  price  Class  II  producer  milk  were  disposed  of 
cheese,  colby  cheese,  granular  or  stirred  would  apply  to  producer  milk  processed  by  a  cooperative  to  nonpool  plants  for 
curd  cheese,  and  washed  curd  cheese.  An-  into  butter  and  nonfat  dry  milk.  Other  manufacturing  at  not  less  than  this  price 


manufacturing  at  not  less  than  this  price 


other  cooperative  proposed  that  Cheddar  proposed  Class  III  uses  would  be  priced  level.  This  included  sales  in  those  months 
cheese  and  colby  cheese  be  in  separate  at  the  Minnesota- Wisconsin  price.  A  co-  (April-August)  when  the  Class  n  price 
classes,  but  with  little  difference  in  the  operative  based  in  Minnesota  proposed  under  the  Louisville-Lexington-Evans- 
prices  established  for  such  classes.  Three  that  the  lower  of  the  Minnesota-Wiscon-  ville  order  is  the  Minnesota-Wisconsin 


prices  established  for  such  classes.  Three  that  the  lower  of  the  Minnesota-Wiscon- 
producer  groups  also  proposed  that  yo-  sin  price  or  a  butter-nonfat  dry  milk 
gurt  be  included  in  the  proposed  new  formula  price  apply  to  all  Class  III  uses. 
Class  II,  rather  than  in  Class  I  as  pro-  Different  formula  pricgs  were  proposed, 
posed  by  the  principal  cooperatives.  however,  by  these  producer  groups.  The 


sin  price  or  a  butter-nonfat  dry  milk  price  less  10  cents, 
formula  price  apply  to  all  Class  III  uses.  Although  the  Indiana  order  now  pro- 
Different  formula  pricgs  were  proposed,  vides  for  the  use  of  a  butter-nonfat  dry 
however,  by  these  producer  groups.  The  milk  formula  price  in  combination  with 


As  noted  earlier,  the  national  trade  Wisconsin  cooperatives  urged  the  adop-  the  Minnesota-Wisconsin  price,  there  is 
associations  of  fluid  milk  and  ice  cream  tion  of  essentially  the  same  butter-nonfat  no  indication  that  handlers  or  coopera- 
processors  did  not  take  a  position  at  dry  milk  formula  contained  in  the  Indi-  tives  in  this  market  are  disposing  of 
the  hearing  on  whether  there  should  be  ana  order.  The  formula  proposed  by  the  their  surplus  milk  under  conditions 
two  or  three  classes  of  utilization.  The  Minnesota  cooperative,  on  the  other  uniquely  different  from  those  faced  by 
two  handler  groups  stated  that  if  a  hand,  would  yield  a  price  12  cents  per  handlers  in  the  other  nearby  markets 
three-class  system  is  adopted  certain  hundredweight  lower  than  the  Indiana  under  consideration.  Much  of  the  pro¬ 
products  proposed  by  the  principal  co-  formula  because  of  the  greater  processing  ducer  milk  associated  with  the  Indiana 
operatives  to  be  in  the  new  Class  II  costs  for  butter  and  nonfat  dry  milk,  or  market  is,  in  fact,  produced  in  the  State 
should  be  included,  instead,  in  Class  III.  “make  allowance,”  built  into  the  formula,  of  Wisconsin.2  Such  milk  not  needed  for 
They  urged  that  the  lowest  classification  In  1969,  the  proposed  pricing  would  have  Class  I  use  by  Indiana  handlers  is  either 
apply  to  frozen  desserts  (including  those  returned  17  to  29  cents  (depending  on  transferred  from  Indiana  pool  plants 
with  yogurt  flavoring),  puddings,  sour  the  formula  used)  per  hundredweight  back  to  manufacturing  plants  in  the 


cream,  sour  mixtures,  and  dispositions  to  less  than  the  use  of  the  Minnesota- 


commercial  food  processors. 

Other  handler  groups  and  individual 


Wisconsin  price  alone. 

The  basic  contention  of  these  cooper- 


Wisconsin  production  area  or  diverted 
directly  to  such  plants  from  nearby 
farms.  Processors  in  Wisconsin  buying 


handlers  likewise  opposed  a  higher  price  atives  was  that  plants  processing  butter  milk  for  manufacturing  use  are  generally 
on  milk  used  in  certain  manufactured  and  nonfat  dry  milk  from  a  Class  I  mar-  paying  not  less  than  the  Minnesota  - 
products.  Particular  attention  was  fo-  ket’s  surplus  milk  cannot  afford  to  pay  Wisconsin  price  for  such  milk.  Moreover, 
cused  on  milk  and  condensed  products  the  Minnesota-Wisconsin  price  for  milk  handlers  in  the  Indiana  market  are  not 
sold  to  food  processors  and  on  evapo-  so  used.  They  indicated  that  the  differ-  limited  to  butter  and  nonfat  dry  milk 
rated  milk.  Representatives  of  the  “soft-  ence  between  the  market  value  for  these  uses  in  disposing  of  milk  not  needed  for 
serve”  frozen  dessert  industry  urged  that  products  and  the  Minnesota-Wisconsin  Class  I  purposes.  Of  the  total  quantity 
milk  shake  mixes  for  commercial  use  be  price  is  considerably  less  than  the  of  milk  processed  in  this  market  into 
in  the  lowest  class.  Some  handlers  advo-  amount  required  to  cover  the  operating  manufactured  products  in  1969,  only 
cated  that  the  only  classification  change  costs  of  such  plants.  Such  plants  asso-  one-fifth  was  used  in  butter  and  nonfat 
be  that  of  classifying  cream  products  in  ciated  with  a  fluid  market,  proponents  dry  milk. 

a  lower  class.  They  proposed  that  any  claimed,  have  particularly  high  costs  of  Under  these  circumstances,  it  must 


a  lower  class.  They  proposed  that  any  claimed,  have  particularly  high  costs  of  Under  these  circumstances,  it  must 
action  to  maintain  producer  returns  at  operation  because  of  the  underutilized  be  concluded  that  conditions  in  each  of 
present  levels  because  of  a  change  in  the  plant  capacity  that  results  when  there  the  seven  markets  support  the  use  of 
classification  of  cream  be  limited  to  in-  is  a  heavy  demand  for  milk  at  bottling  the  Minnesota-Wisconsin  price  as  the 
creasing  the  Class  I  price.  plants.  The  cooperatives  maintained  that  minimum  price  for  surplus  milk. 


creasing  the  Class  I  price.  plants.  The  cooperatives  maintained  that  minimum  price  for  surplus  milk. 

Producer  milk  not  needed  for  Class  I  the  class  price  for  milk  used  in  butter  Certain  uses  of  producer  milk  not 
use  must  be  priced  at  a  level  that  in-  and  nonfat  dry  milk  must  assure  proces-  needed  for  Class  I  purposes  should  be 
sures  the  orderly  disposition  of  the  milk,  sors  of  such  products  a  minimum  proc-  priced  at  a  level  20  cents  per  hundred- 
Normally,  excess  milk  supplies  must  be  essing  allowance.  weight  higher  than  the  Minnesota- 

channeled  into  manufacturing  uses.  This  As  pointed  out,  producer  milk  not  Wisconsin  price.  These  uses,  which  are 
requires  that  such  milk  be  priced  com-  needed  for  Class  I  use  should  not  be  included  in  a  new  Class  II  classification, 
petitively  with  manufacturing  grade  milk  priced  lower  than  is  necessary  for  the  were  set  forth  at  the  beginning  of  this 
if  the  market  is  to  be  cleared  of  its  re-  orderly  disposition  of  the  milk.  Presently,  discussion  on  pricing  surplus  milk, 
serve  supplies.  handlers  and  cooperative  associations  in  Of  the  products  adopted  herein  for  in- 


if  the  market  is  to  be  cleared  of  its  re¬ 
serve  supplies. 

Within  this  framework,  however,  the 


handlers  and  cooperative  associations  in  Of  the  products  adopted  herein  for  in- 
the  seven  markets  are  generally  dispos-  elusion  in  the  new  Class  II,  the  one  of 


price  for  reserve  milk  should  be  set  at  ing  of  milk  not  needed  for  Class  I  use  at  principal  importance  is  cottage  cheese, 
the  highest  possible  level.  The  prices  for  prices  that  are  not  less  than  the  Minne-  In  six  of  the  seven  markets  under  con- 
all  classes  of  milk  must  result  in  a  level  sota-Wisconsin  price  adopted  herein  as  sideration,  cottage  cheese  production  in 


of  returns  to  producers,  as  reflected 
through  the  blend  price,  that  attracts  an 


the  minimum  price  for  surplus  milk.  The 
Minnesota-Wisconsin  price  is  now  the 


adequate  supply  of  quality  milk  for  the  lowest  price  for  surplus  milk  under  the 


1969  would  have  represented  between  74 
and  92  percent  of  the  milk  used  that  year 
in  the  proposed  Class  II  products.  As 


Class  I  market.  To  the  extent  that  the  St.  Louis-Ozarks,  Paducah,  Southern  Uli-  noted  later,  cottage  cheese  data  for  one 


price  for  reserve  milk  in  a  market  con-  nois,  Central  Illinois,  and  Chicago  Re¬ 


tributes  less  value  than  possible  to  the 
total  producer  returns  required  to  at- 


gional  orders.  There  is  no  indication  that 


market  are  not  available.  For  this  dis¬ 
cussion,  the  term  “cottage  cheese”  en- 


handlers  or  cooperatives  in  these  five  compasses  cottage  cheese  (i.e.,  the  dry 


tract  the  necessary  milk  supplies,  the  markets  are  experiencing  difficulty  in  dis-  curd),  creamed  cottage  cheese,  and  par- 
Class  I  price  must  be  higher  than  other-  posing  of  excess  milk  supplies  at  this  price  tially  creamed  cottage  cheese, 
wise  necessary  to  make  up  this  difference,  level.  This  includes  the  Chicago  Regional  In  1969,  handlers  in  the  Chicago  Re- 
Thus,  it  is  in  the  public  interest  that  the  market  where  nearly  one-half  of  the  gional  market  used  343  million  pounds 
price  for  reserve  milk  supplies  be  main-  7.115  billion  pounds  of  producer  milk  in  of  skim  milk  and  butterfat  in  the  pro- 
tained  at  the  highest  practicable  level.  1969  was  disposed  of  in  Class  II  uses.  duction  of  cottage  cheese.  This  was  equal 
Several  Wisconsin  and  Minnesota  co-  In  the  Louisville-Lexington-Evansville  - 


duction  of  cottage  cheese.  This  was  equal 


operative  associations  engaged  in  the  market  where  the  Minnesota-Wisconsin  2  Official  notice  is  taken  of  the  pubiica- 
manufacture  of  butter  and  nonfat  dry  price  also  applies  to  surplus  milk  except  ^on  issi*?d  February  1971  by  the  Dairy  Di¬ 


milk  proposed  that  all  seven  of  the  orders  in  certain  months,  reserve  supplies  like- 
under  consideration  provide  for  the  use  wise  are  being  disposed  of  at  not  less 


vision,  Consumer  and  Marketing  Service, 


wise  are  being  disnosed  of  at  not  less  U  S'  Department  of  Agriculture  (C&MS  50 
wise  are  Being  aisposea  oi  at  not  less  (1969) ),  titled  "Sources  of  Milk  for  Federal 


of  a  butter-nonfat  dry  milk  formula  for  than  the  Minnesota-Wisconsin  price.  Grder  Markets."  This  publication  indicates 
pricing  surplus  milk.  Under  the  proposal  During  the  period  of  January  1969  that  in  December  1969  over  26  percent  of  the 
of  the  Wisconsin  cooperatives,  the  lower  through  June  1970,  176  million  pounds  producer  milk  on  the  Indiana  market  was 
of  the  Minnesota-Wisconsin  price  or  a  of  the  market’s  424  million  pounds  of  produced  in  Wisconsin. 
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to  10  percent  of  the  total  producer  milk 
in  the  market  that  was  used  in  Class  II 
that  year.  Corresponding  figures  for  the 
other  markets  are:  Louisville-Lexington- 
Evansville — 72  million  pounds,  27  per¬ 
cent;  Indiana — 127  million  pounds,  29 
percent;  Southern  Illinois — 70  million 
pounds,  23  percent;  Central  Illinois — 35 
million  pounds,  33  percent;  and  St. 
Louis-Ozarks — 60  million  pounds,  14 
percent.  Cottage  cheese  production  data 
for  the  Paducah  market,  where  about  21 
million  pounds  of  producer  milk  were 
used  in  Class  II  in  1969,  were  not  placed 
in  the  record  since  they  would  have  re¬ 
vealed  confidential  information. 

In  these  markets  cottage  cheese  has 
been  considered  for  pricing  purposes 
merely  as  one  of  various  uses  for  pro¬ 
ducer  milk  not  needed  for  the  Class  I 
market.  There  are,  however,  several  dis¬ 
tinguishing  characteristics  of  cottage 
cheese  production  that  support  a  higher 
price  for  milk  in  this  use  than  for  milk 
channeled  into  the  residual  surplus  uses. 
There  is  little,  if  any,  relationship  be¬ 
tween  the  quantity  of  cottage  cheese 
made  and  the  amount  of  reserve  milk  in 
the  market,  as  is  the  case  with  respect  to 
butter  and  nonfat  dry  milk,  for  instance. 
Regulated  handlers,  in  conjunction  with 
their  fluid*  milk  sales,  generally  move 
cottage  cheese  through  the  same  retail 
and  wholesale  outlets.  In  addition  to 
supplying  the  Class  I  requirements  of 
handlers,  producers  are  expected  to  make 
available  sufficient  supplies  of  fresh,  high 
quality  milk  for  the  production  of  cottage 
cheese.3  This  is  not  the  case  with  respect 
to  butter,  nonfat  dry  milk,  hard  cheese 
or  ice  cream. 

Although  some  cottage  cheese  is  made 
in  specialized  country  plants,  as  the 
economics  of  location  would  suggest, 
cottage  cheese  production  is  commonly 
an  integral  part  of  the  processing  opera¬ 
tions  at  fluid  milk  distributing  plants. 
Such  plants  are  usually  located  in  or 
near  the  populated  centers  of  the  mar¬ 
ket.  This  entails  a  greater  hauling  ex¬ 
pense  for  producers  than  when  the  re¬ 
serve  milk  is  processed  in  the  production 
area,  as  is  generally  the  case  with  respect 
to  butter,  nonfat  dry  milk  and  hard 
cheese  manufacture.  Also,  cottage  cheese, 
unlike  most  other  manufactured  prod¬ 
ucts,  has  a  more  limited  storage  life  and 
must  be  processed  on  a  regular  basis. 
Thus,  as  in  the  case  of  fluid  milk  prod¬ 
ucts,  handlers  require  that  adequate  sup¬ 
plies  of  producer  milk  be  made  avail¬ 
able  at  their  distributing  plants  at  all 
times  for  cottage  cheese  use. 

The  adopted  Class  II  price  (the  Minne- 
sota-Wisconsin  price  plus  20  cents)  is  a 
reflection  of  at  least  the  minimum  addi- 


3  The  reliance  on  producers  for  milk  for 
cottage  cheese  production  Is  not  unique  to 
the  seven  markets  under  consideration.  As 
noted  In  the  November  1970  Issue  of  Federal 
Milk  Order  Market  Statistics,  80  percent  of 
the  creamed  cottage  cheese  made  in  the 
United  States  in  1969  was  processed  from 
milk  regulated  under  Federal  milk  orders. 
Official  notice  is  taken  of  this  publication 
which  was  issued  by  the  Dairy  Division,  Con¬ 
sumer  and  Marketing  Service,  U.S.  Depart¬ 
ment  of  Agriculture,  Washington,  D.C. 


tional  value  which  producer  milk  used 
in  cottage  cheese  has  to  regulated  han¬ 
dlers.  The  local  producer  supplies  are 
the  only  dependable  supplies  of  quality 
fluid  milk  within  the  normal  milksheds 
of  the  seven  subject  markets  for  cottage 
cheese  production.  In  these  markets,  any 
nearby  milk  of  the  necessary  quality  is 
attached  to  other  regulated  fluid  milk 
markets  and  would  be  available  to  han¬ 
dlers  only  sporadically.  With  the  han¬ 
dling  and  transportation  charges,  the 
cost  of  this  milk  to  handlers  would  be 
at  least  as  high  as  the  adopted  Class  II 
price. 

Handlers  choosing  not  to  use  producer 
milk  in  making  cottage  cheese  can  use 
reconstituted  nonfat  dry  milk  for  this 
purpose.  The  price  per  pound  of  spray 
process  nonfat  dry  milk  in  the  Chicago 
area  in  1969  averaged  22.99  cents.  Assum¬ 
ing  that  it  takes  8.5  pounds  of  nonfat  dry 
milk  to  make  100  pounds  of  fluid  skim 
milk,  the  cost  of  nonfat  dry  milk  would 
have  been  about  $1.95  per  hundredweight 
of  skim  milk  equivalent. 

Under  the  pricing  adopted  herein,  the 
Class  II  price  in  1969  would  have  aver¬ 
aged  $4.62  and  the  handler  butterfat 
differential  would  have  averaged  7.8 
cents.  This  would  have  resulted  in  an 
average  skim  milk  cost  under  the  order  of 
$1.96  per  hundredweight  for  producer 
milk  used  in  cottage  cheese.  Thus,  the 
ingredient  cost  for  handlers  using  non¬ 
fat  dry  milk  in  the  production  of  cottage 
cheese  would  have  been  nearly  the  same 
as  when  using  producer  milk. 

Rather  than  produce  his  own  cottage 
cheese,  a  handler  might  choose  to  pur¬ 
chase  the  finished  product  from  some 
other  Federal  order  market  where  a  lower 
price  applies  to  cottage  cheese  milk. 
There  is  no  indication,  however,  that  un¬ 
der  the  adopted  pricing  such  a  handler 
could  materially  enhance  his  competitive 
position  relative  to  handlers  using  pro¬ 
ducer  milk.  The  cost  of  transporting  cot¬ 
tage  cheese,  a  relatively  bulky  and  per¬ 
ishable  item,  from  distant  areas  to  outlets 
in  the  seven  markets  would  generally 
negate  any  apparent  price  advantage  at¬ 
tributable  to  differences  in  order  prices 
applicable  to  cottage  cheese  milk. 

Milk  used  in  yogurt  should  be  priced 
at  the  Class  II  price  level  rather  than 
at  the  Class  I  level  as  the  principal  co¬ 
operatives  proposed.  Yogurt  is  a  soft, 
nonfluid,  “spoonable”  product.  It  is  not 
a  beverage  as  are  other  products  defined 
herein  as  fluid  milk  products. 

Yogurt  has  some  of  the  marketing 
characteristics  of  cottage  cheese,  al¬ 
though,  unlike  cottage  cheese,  very  lim¬ 
ited  quantities  of  yogurt  are  made  in  the 
seven  markets  under  consideration.  To 
the  extent  of  this  limited  production, 
however,  processors  generally  use  regular 
supplies  of  inspected  milk.  Although  yo¬ 
gurt  can  be  made  from  cream  and  nonfat 
dry  milk,  processors  indicated  that  milk 
is  preferred.  Since  yogurt  has  a  relatively 
limited  shelf  life,  it  is  made  on  a  con¬ 
tinuing  basis,  thus  requiring  a  regular 
supply  of  milk  at  all  times.  As  in  the  case 
of  cottage  cheese  production,  these  con¬ 
ditions  warrant  that  producer  milk  used 


in  yogurt  be  priced  at  a  level  above  the 
price  for  milk  disposed  of  through  the 
traditional  residual  uses  for  surplus  milk. 

The  new  Class  II  should  not  include 
yogurt  flavored  frozen  desserts.  Frozen 
desserts  containing  milk  cultured  with 
the  lactic  acid  producing  bacteria  used 
in  yogurt  are  being  marketed  in  such 
forms  as  sherbet,  mix  for  the  “soft-serve" 
trade,  and  chocolate  covered  frozen  yo¬ 
gurt  on  a  stick.  These  products  compete 
with  other  frozen  desserts  and  thus 
should  be  classified  in  the  same  Class  III 
classification  adopted  herein  for  such 
other  frozen  desserts. 

Classifying  the  several  types  of  cream 
items,  some  of  which  are  now  in  Class  I 
while  others  are  in  Class  II,  in  the  new 
Class  II  will  accommodate  proponents’ 
desire  for  a  lower  price  for  milk  used  in 
cream  products  and  at  the  same  time 
price  at  the  same  level  a  variety  of  prod¬ 
ucts  that  often  compete  with  each  other. 
Half  and  half,  whether  sterilized  or  un¬ 
sterilized,  and  light  cream  are  used  prin¬ 
cipally  by  consumers  in  coffee.  Aerated 
cream  and  sterilized  and  unsterilized 
whipping  cream  are  used  as  dessert  top¬ 
pings.  Both  graded  and  ungraded  sour 
cream  and  sour  mixtures  are  used  by 
consumers  for  the  same  purpose.  The 
same  classification  for  these  cream  prod¬ 
ucts  will  result  in  uniform  pricing  to 
handlers  for  milk  used  in  products  com¬ 
peting  in  the  same  trade  channels  for 
the  same  users. 

Although  the  present  Class  I  cream 
products  sold  in  these  markets  must  be 
made  from  inspected  milk,  which  is  de¬ 
livered  regularly  by  producers  to  distrib¬ 
uting  plants,  there  was  general  agree¬ 
ment  by  producers  that  milk  sold  in  the 
form  of  such  products  should  no  longer 
be  subject  to  the  Class  I  price.  Relative  to 
the  total  Class  I  sales  of  producer  milk 
in  these  markets,  cream  products  repre¬ 
sent  approximately  2  percent  of  the  pres¬ 
ent  Class  I  market.  Thus,  this  classifica¬ 
tion  change  will  have  relatively  little 
effect  on  the  total  returns  to  producers. 

In  connection  with  the  reclassification 
of  cream  products,  it  is  desirable  to  de¬ 
fine  a  new  term — “fluid  cream  product". 
“Fluid  cream  product”  would  mean 
cream  or  a  mixture  of  cream  and  milk 
or  skim  milk  containing  9  percent  or 
more  butterfat.  For  purposes  of  the  or¬ 
der,  this  definition  is  not  intended  to 
include  frozen  cream,  plastic  cream,  or 
anhydrous  milk  fat. 

With  the  reclassification  of  cream, 
movements  of  cream  to  or  from  a  plant 
no  longer  should  be  considered  in  deter¬ 
mining  if  a  plant  meets  the  pooling  re¬ 
quirements  of  the  order.  To  accommo¬ 
date  this,  certain  changes  are  necessary 
in  those  pool  plant  definitions  that  make 
specific  reference  to  the  movement  of 
cream. 

The  orders  now  provide  that  any 
“filled”  product  containing  6  percent  or 
more  nonmilk  fat  (or  oil)  shall  be  a 
Class  II  product.  With  the  establishment 
of  a  new  intermediate  price  class,  it  is 
appropriate  that  any  such  filled  products 
that  resemble  the  proposed  Class  II  prod¬ 
ucts  made  with  milk  fat  likewise  be  in- 
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eluded  in  this  new  class.  The  substitution 
of  nonmilk  fat  for  milk  fat  in  a  product 
merely  changes  the  composition  of  the 
product  and  not  its  use.  For  competi¬ 
tive  reasons,  a  comparable  classification 
of  products  made  with  milk  fat  and  their 
filled  counterparts  is  necessary. 

Certain  other  milk  uses  now  in  the 
lowest  price  class  should  not  be  included 
in  the  new  Class  II  as  cooperatives  pro¬ 
posed.  As  previously  noted,  several  co¬ 
operatives  held  that  various  hard  cheeses 
should  be  placed  in  a  class  apart  from 
Cheddar  cheese.  All  hard  cheeses,  how¬ 
ever,  and  not  just  Cheddar  cheese,  or 
Cheddar  cheese  and  colby  cheese,  or  all 
“American”  cheeses,  as  proposed  by 
various  cooperatives,  should  be  included 
in  the  redesignated  Class  III  classifica¬ 
tion. 

The  record  does  not  provide  any 
breakdown  on  the  quantity  of  milk  being 
used  in  the  seven  markets  in  the  indi¬ 
vidual  types  of  hard  cheese.  Data  for  the 
States  of  Wisconsin,  Indiana,  Illinois, 
Missouri,  and  Kentucky,  as  well  as  na¬ 
tional  data,  would  suggest,  though,  a 
ratio  of  3  pounds  of  milk  used  in  Ameri¬ 
can  cheese  (Cheddar,  colby,  granular,  or 
stirred  curd,  and  washed  curd)  to  every 
1  pound  of  milk  used  in  all  other  hard 
cheeses.  In  1969,  an  estimated  1.5  billion 
pounds  of  milk  were  used  in  all  hard 
cheeses  in  the  seven  markets  combined. 

Proponents  provided  no  data  that 
would  establish  that  producer  milk  used 
in  hard  cheeses  other  than  Cheddar 
cheese  is  of  significantly  greater  value  to 
regulated  handlers  than  milk  used  in 
Cheddar  cheese.  Although  data  for  the 
seven  local  markets  are  not  available, 
prices  paid  to  dairy  farmers  by  plants 
processing  American  cheese  and  plants 
processing  other  “miscellaneous”  types  of 
cheese  are  compiled  on  a  national  basis 
by  the  Department’s  Statistical  Report¬ 
ing  Service.  In  1969,  pay  prices  at  plants 
processing  “miscellaneous”  cheese  aver¬ 
aged  about  8  cents  per  hundredweight 
higher  than  the  prices  paid  at  plants 
processing  American  cheese.4  Thus,  it 
must  be  concluded  that  under  the  pricing 
herein  adopted  for  Class  II  and  Class  HI 
milk  there  is  no  basis  for  differentiating 
for  pricing  purposes  between  milk  going 
into  various  types  of  hard  cheese. 

With  respect  to  several  other  present 
Class  n  products  which  cooperatives  pro¬ 
posed  be  reclassified  upward,  the  form 
in  which  milk  is  generally  used  by  manu¬ 
facturers  is  a  major  consideration  in  the 
classification  of  milk  used  in  such  prod¬ 
ucts.  Frozen  desserts  (including  commer¬ 
cial  milkshake  and  ice  milk  mixes) , 
dietary  and  infant  formulas,  custards, 
puddings,  pancake  mixes,  candy,  soups, 
and  other  food  products  are  made  in 
varying  degrees  from  concentrated  forms 
of  milk.  Condensed  milk  or  skim  milk, 


4  Official  notice  is  taken  of  the  release  titled 
“Milk  Prices  Paid  by  Creameries  and  Cheese 
Plants”  which  was  issued  for  July  1970  by 
the  Crop  Reporting  Board,  Statistical  Re¬ 
porting  Service,  U.S.  Department  of  Agricul¬ 
ture,  Chicago,  Ill.  For  comparative  purposes, 
the  1969  prices  reported  in  this  release  were 
adjusted  to  a  3.5  percent  butterfat  basis  by 
using  the  1969  average  Class  II  butterfat 
differential  under  the  Chicago  Regional  order. 


nonfat  dry  milk,  dry  buttermilk,  dry 
whey,  butter,  cream,  plastic  cream,  or 
frozen  cream,  for  example,  may  be  used, 
often  interchangeably  or  in  combination, 
in  the  processing  of  such  products.  Be¬ 
cause  of  processing  techniques  and  prod¬ 
uct  formulations,  milk  in  its  whole,  fluid 
form  does  not  lend  itself  to  the  proc¬ 
essing  of  these  various  manufactured 
products.  Thus,  a  milk  plant  operator  or 
other  food  processor  using  producer  milk 
in  such  products  first  would  have  to  con¬ 
centrate  the  milk  before  making  the 
finished  product. 

When  the  cost  of  converting  producer 
milk  into  a  concentrated  “intermediate” 
product  is  considered,  such  milk  priced 
at  20  cents  per  hundredweight  over  The 
Minnesota-Wisconsin  price  would  not  be 
competitive  with  concentrated  dairy 
products  from  other  sources.  Such  con¬ 
centrated  products,  which  need  not  be 
made  from  inspected  milk  for  many  uses, 
are  obtainable  from  unregulated  plants 
where  no  more  than  the  Minnesota- 
Wisconsin  price  has  been  paid  for  milk. 
In  addition,  handlers  could  use  dried 
products  made  from  producer  milk  priced 
under  one  of  the  seven  subject  orders.  As 
under  the  cooperatives’  proposal,  milk 
used  in  dried  products  would  be  priced 
at  the  Minnesota-Wisconsin  price. 

Condensed  milk  or  skim  milk,  plastic 
cream,  frozen  cream,  and  anhydrous 
milk  fat  are  “intermediate”  products 
that  also  should  be  included  in  the  lowest 
classification.  These  products  are  nor¬ 
mally  used  in  making  other  products,  pri¬ 
marily  frozen  desserts  and  food  products 
such  as  candy.  Under  the  classification 
adopted  herein,  frozen  desserts  and  food 
products  are  Class  m  uses  for  milk.  Ac¬ 
cordingly,  producer  milk  used  in  the 
several  intermediate  products  likewise 
should  be  priced  at  the  Class  in  level. 

A  Class  III  classification  for  producer 
milk  used  in  evaporated  milk  will  permit 
this  use  to  remain  as  a  competitive  out¬ 
let  for  milk  surplus  to  the  needs  of  the 
Class  I  market.  Evaporated  milk  made 
from  milk  regulated  under  these  seven 
orders  must  compete  in  a  national  mar¬ 
ket  with  evaporated  milk  processed  from 
other  graded  or  ungraded  milk  that  is 
often  priced  at  no  more  than  the  Min¬ 
nesota-Wisconsin  price.  Comparable 
pricing  should  prevail  under  these  seven 
orders. 

In  proposing  a  uniform  classification 
and  pricing  plan  for  the  seven  markets, 
the  principal  cooperatives  emphasized 
that  any  new  plan  adopted  should  not 
result  in  less  total  returns  to  producers 
in  the  combined  seven-market  area. 
Handlers,  on  the  other  hand,'  stressed 
that  their  total  cost  for  milk  should  not 
be  increased. 

The  effect  on  producer  returns  cannot 
be  controlling  in  deciding  on  the  matter 
of  classification  here  under  considera¬ 
tion.  Although  the  total  value  of  producer 
milk  under  the  seven  orders  combined 
would  have  remained  virtually  un¬ 
changed  in  1969  under  the  adopted  clas¬ 
sification  and  pricing  plan,  this  would 
not  necessarily  have  been  the  case  if  a 
different  group  of  markets  had  been 
involved.  Providing  for  classification  and 


pricing  provisions  that  are  generally  uni¬ 
form  among  various  markets  cannot 
necessarily  encompass  at  the  same  time 
the  maintenance  of  the  same  value  of 
producer  milk  in  each  market. 

With  the  differences  that  now  exist 
in  the  seven  orders  in  classification  and 
pricing,  resolution  of  these  differences 
would  be  expected  to  have  some  effect 
on  the  value  of  producer  milk.  Had  the 
revised  classification  and  pricing  plan 
adopted  herein  been  in  effect  in  1969, 
the  average  blend  price  in  the  Indiana 
market  would  have  been  increased  7 
cents  per  hundredweight,  while  in  the 
Paducah  market  there  would  have  been 
a  decrease  of  7  cents.  With  respect  to 
the  other  areas,  the  average  blend  price 
would  have  been  1  cent  lower  for  the 
Chicago  Regional  market,  1  cent  higher 
for  the  Louisville-Lexington-Evansville 
and  Southern  Illinois  markets,  and  2 
cents  higher  for  the  Central  Illinois  mar¬ 
ket.  Only  in  the  St.  Louis-Ozarks  market 
would  there  have  been  no  change  in  pro¬ 
ducer  returns  as  a  result  of  the  pro¬ 
posed  classification  and  price  changes. 

4.  Miscellaneous  classification  and 
accounting  changes.  The  following  find¬ 
ings  and  conclusions  relate  to  certain 
miscellaneous  classification  proposals  by 
handlers  and  producers  and  to  some  of 
the  order  changes  that  are  necessary  to 
implement  the  revised  classification  plan 
adopted  herein  for  each  of  the  seven  sub¬ 
ject  orders. 

(a)  Other  source  mik  definition.  A 
common  other  source  milk  definition 
should  be  adopted  for  each  order. 

Because  of  the  revised  classification 
plan,  certain  changes  in  the  present 
other  source  milk  definition  of  each  order 
are  necessary.  This  definition  would  con¬ 
tinue  to  serve,  however,  the  present  func¬ 
tion  of  implementing  the  identification  of 
various  categories  of  receipts  at  a 
regulated  plant. 

Presently,  fluid  milk  products  (which 
include  cream)  from  any  source  other 
than  producers,  cooperatives  acting  as  a 
handler  for  farm  bulk  tank  milk,  pool 
plants,  and  plant  inventory  at  the  begin¬ 
ning  of  the  month  are  considered  as  other 
source  milk.  Under  the  revised  classifica¬ 
tion  plan,  cream  no  longer  would  be 
defined  as  a  fluid  milk  product.  To  facili¬ 
tate  the  application  of  other  provisions  of 
each  order,  however,  it  is  desirable  that 
fluid  cream  products,  when  in  bulk  form, 
continue  to  be  treated  in  the  same  man¬ 
ner  as  fluid  milk  products  for  purposes 
of  applying  the  other  source  milk  defini¬ 
tion. 

Fluid  cream  products  that  are  received 
at  a  pool  plant  from  any  source  in  con¬ 
sumer-type  packages  and  disposed  of,  or 
held  in  inventory,  in  the  same  container 
in  which  received  should  not  be  con¬ 
sidered  as  other  source  milk.  Such  pack¬ 
aged  fluid  cream  products  should  be 
treated  as  “pass-through”  products  in  the 
same  manner  as  now  provided  for  manu¬ 
factured  milk  products,  such  as  butter  or 
creamed  cottage  cheese,  that  may  be  re¬ 
ceived  at  a  pool  plant  and  then  disposed 
of  from  the  plant  without  further  proc¬ 
essing.  Receipts  of  packaged  fluid  cream 
products  would  be  considered  as  other 
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source  milk,  however,  under  circum¬ 
stances  where  the  receiving  handler  is 
unable  to  account  for  all  disposition  of 
such  products  or  reprocesses  such 
products. 

The  orders  now  provide  that  manu¬ 
factured  products  from  any  source  that 
are  reprocessed,  converted  into,  or  com¬ 
bined  with  another  product  in  the  plant 
shall  be  considered  as  other  source  milk. 
It  should  be  provided,  however,  that  cot¬ 
tage  cheese  (i.e.,  the  dry  curd)  which  is 
received  at  a  pool  plant  and  to  which 
cream  is  then  added  be  treated  instead  as 
a  pass-through  item.  Cottage  cheese  can¬ 
not  be  converted  into  any  product  other 
than  creamed  or  partially  creamed  cot¬ 
tage  cheese,  which  are  Class  II  products 
under  the  adopted  classification  plan. 
Thus,  receipts  of  cottage  cheese  should 
not  be  treated  as  other  source  milk  that 
is  subject  to  allocation  to  a  handler’s 
lowest  utilization. 

Other  source  milk  should  include  any 
disappearance  of  any  product  (other 
than  a  fluid  milk  product  or  a  bulk  fluid 
cream  product)  that  is  in  a  form  in 
which  it  may  be  converted  into  a  Class  I 
product  and  which  is  not  otherwise  ac¬ 
counted  for  under  the  order.  Four  of  the 
seven  orders  now  have  such  a  provision 
concerning  the  unaccounted  for  dis¬ 
appearance  of  milk  products.  The  other 
source  milk  definitions  in  the  Chicago 
Regional,  Paducah  and  Louisville-Lex- 
ington-Evansville  orders  do  not  specify 
such  disappearance  as  other  source  milk. 

It  is  necessary  that  a  handler  be  re¬ 
quired  to  account  for  all  manufactured 
milk  products,  such  as  nonfat  dry  milk, 
that  can  be  converted  into  Class  I  prod¬ 
ucts.  Otherwise,  a  handler  with  inade¬ 
quate  records  could  gain  a  competitive 
advantage  over  his  competitors  who 
properly  account  for  all  milk  products 
received.  Treating  any  unexplained  dis¬ 
appearance  of  milk  products  as  other 
source  milk  will  assist  in  the  uniform 
application  of  the  regulatory  plan  to  all 
handlers. 

<b)  Accounting  for  nonfat  milk  solids 
added  to  milk  and  milk  products.  No 
change  should  be  made  in  the  present 
method  of  classifying  the  skim  milk 
equivalent  of  nonfat  milk  solids  added  to 
a  fluid  milk  product. 

Currently,  each  of  the  seven  orders 
provides  that  a  modified  fluid  milk  prod¬ 
uct  shall  be  classified  as  Class  I  in  the 
amount  of  the  weight  of  an  equal  vol¬ 
ume  of  an  unmodified  product  of  the 
same  nature  and  butterfat  content.  The 
remaining  skim  milk  equivalent  of  the 
nonfat  milk  solids  in  such  product  is 
classified  in  Class  II. 

The  principal  cooperatives  proposed 
that  the  amount  of  a  modified  fluid  milk 
product  that  is  classified  as  Class  I  be 
the  actual  weight  of  the  modified  prod¬ 
uct  rather  than  the  weight  of  a  like  un¬ 
modified  product. 

Proponents  stated  that  when  verifica¬ 
tion  of  the  nonfat  milk  solids  used  to 
modify  natural  milk  and  skim  milk  in¬ 
volves  laboratory  tests  of  the  modified 
product,  the  amount  of  modification  is 
expressed  as  a  percentage  of  the  weight 
of  the  modified  product.  Where  labora¬ 
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tory  analysis  is  used  to  determine  the 
total  milk  solids  disposed  of  in  modified 
products,  proponents  contended  that  ad¬ 
ministrative  procedures  could  be  sim¬ 
plified  by  using  the  actual  product  weight 
factor. 

There  was  no  showing  of  the  extent 
to  which  laboratory  analysis  of  modified 
products  is  used  in  verification  by  mar¬ 
ket  administrators  in  these  seven  mar¬ 
kets.  Also,  there  was  no  claim  that  any 
saving  in  administrative  cost  would  be 
possible  under  the  procedure  proposed 
by  the  cooperatives  in  those  instances 
where  the  market  administrator  deter¬ 
mines  the  amount  of  solids  added  to 
modified  products  by  using  production 
records  rather  than  by  laboratory  tests 
of  packaged  products.  Accordingly,  it  is 
not  clear  from  this  record  that  the  pro¬ 
posed  procedure  would  result  in  any  net 
saving  in  administrative  cost. 

Proponents  did  not  attempt  to  dem¬ 
onstrate  any  economic  basis  for  making 
the  slightly  greater  charge  for  nonfat 
milk  solids  used  to  modify  fluid  milk 
products  which  would  result  from  their 
proposal.  Their  proposed  procedure 
would  increase  slightly  the  quantity  of 
a  modified  product  priced  in  Class  I.  A 
gallon  of  modified  skim  milk  containing 
11  percent  nonfat  milk  solids  would  be 
classified  in  Class  I  on  an  8.7  pounds 
weight  factor  as  compared  to  the  present 
basis  of  an  8.63  pounds  weight  factor.  The 
larger  weight  factor  would  add  about 
one-tenth  cent  (ranging  from  0.09  cent 
under  the  Chicago  Regional  order  to  0.11 
cent  under  the  St.  Louis-Ozarks  order) 
to  a  handler’s  obligation  under  the  order 
per  gallon  of  such  product  sold. 

The  present  method  of  classifying 
modified  fluid  milk  products  increases 
total  Class  I  sales  only  to  the  extent  of 
the  volume  of  the  unmodified  product 
that  the  added  nonfat  milk  solids  re¬ 
places.  In  the  absence  of  evidence  that 
the  present  procedure  is  inappropriate, 
it  should  be  continued.  The  present  pro¬ 
cedure  is  used  under  Federal  orders  gen¬ 
erally  and,  therefore,  carries  out  the  ob¬ 
jective  of  uniformity  in  this  respect. 

Handlers  may  add  nonfat  milk  solids 
to  several  of  the  proposed  Class  II  prod¬ 
ucts,  such  as  half  and  half  and  light 
cream.  To  simplify  the  accounting  pro¬ 
cedures,  each  order  should  provide  that 
in  these  cases  the  entire  weight  of  the 
skim  milk  equivalent  of  the  solids  added 
be  classified  in  Class  II.  This  procedure 
differs  from  that  applicable  to  modified 
fluid  milk  products  in  that  no  part  of 
the  skim  milk  equivalent  of  the  added 
solids  would  be  classified  in  the  lowest 
class.  As  described  in  more  detail  later, 
a  handler  will  have  the  opportunity  to 
have  nonfat  dry  milk  or  condensed  milk 
that  is  added  to,  or  used  to  produce,  a 
Class  II  product  allocated  directly  to  his 
Class  II  use.  Thus,  classification  of  the 
entire  skim  milk  equivalent  in  Class  II 
would  not  adversely  affect  the  handler’s 
pool  obligation  under  this  allocation 
procedure. 

(c)  Classification  of  milk  transferred 
or  diverted  to  other  plants.  Certain 
changes  should  be  made  in  the  provisions 
of  each  order  that  prescribe  the  classi¬ 
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fication  of  fluid  milk  products  that  are 
transferred  or  diverted  from  a  pool 
plant  to  another  plant.  Several  of  the 
changes  become  necessary  with  the  adop¬ 
tion  of  three  classes  of  utilization  in  place 
of  the  present  two  classes.  Other  changes 
are  appropriate  for  purposes  of  uniform¬ 
ity  among  orders  and  clarity  in  the 
classification  of  milk. 

Under  the  adopted  classification  plan, 
fluid  cream  products  (cream  and  mix¬ 
tures  of  cream  and  milk  or  skim  milk 
containing  9  percent  or  more  butterfat) 
would  be  classified  as  Class  II  products. 
If  such  products  are  transferred  to 
another  plant  in  packaged  form,  the 
skim  milk  and  butterfat  contained  there¬ 
in  should  be  classified  as  Class  II  milk 
since  these  items  are  moved  in  final  form. 
The  classification  of  fluid  cream  products 
when  disposed  of  in  bulk  form,  however, 
is  determinable  only  by  following  the 
movement  Of  the  bulk  product  to  its  final 
use.  Thus,  it  is  necessary  that  fluid 
cream  products  that  are  transferred  in 
bulk  form  from  a  pool  plant  to  another 
plant  be  classified  in  a  manner  similar 
to  that  now  used  in  classifying  transfers 
of  bulk  fluid  milk  products. 

Each  order  now  prescribes  a  procedure 
for  classifying  transfers  of  bulk  fluid 
milk  products  from  a  pool  plant  to  a 
nonpool  plant  that  is  not  an  other  order 
plant  or  a  producer-handler  plant.  To 
determine  such  classification,  the  non¬ 
pool  plant’s  utilization  must  be  assigned 
to  its  receipts  of  milk  from  each  source. 
Some  amplification  of  this  procedure  is 
appropriate  to  set  forth  clearly  the  pri¬ 
ority  for  assigning  the  different  types  of 
plant  use  to  the  different  sources  of  fluid 
milk  products  and  bulk  fluid  cream 
products  received  at  the  nonpool  plant. 

Under  the  proposed  assignment  prior¬ 
ities,  the  first  step  is  to  assign  the  non¬ 
pool  plant’s  Class  I  utilization  to  its 
receipts  of  packaged  fluid  milk  products 
from  all  federally  regulated  plants.  Such 
receipts  should  receive  first  priority  on 
the  nonpool  plant’s  Class  I  use  since  all 
orders  provide  that  such  packaged  trans¬ 
fers  from  a  pool  plant  to  an  unregulated 
nonpool  plant  shall  be  classified  as  Class 
I  milk. 

Thus,  any  Class  I  route  disposition  of 
the  nonpool  plant  in  the  marketing  area 
of  a  Federal  order,  and  any  transfers  of 
packaged  fluid  milk  products  from  the 
nonpool  plant  to  plants  fully  regulated 
under  such  order,  would  be  assigned, 
first,  to  the  nonpool  plant’s  receipts  of 
packaged  fluid  milk  products  from  plants 
fully  regulated  under  such  order  and, 
second,  to  any  such  remaining  packaged 
receipts  from  plants  fully  regulated  un¬ 
der  other  Federal  orders.  Next,  any  other 
Class  I  disposition  of  packaged  fluid  milk 
products  from  the  nonpool  plant  would 
be  assigned  to  any  remaining  unassigned 
receipts  of  packaged  fluid  milk  products 
at  the  nonpool  plant  from  plants  fufly 
regulated  under  any  Federal  order. 

After  these  assignments,  any  Class  I 
use  at  the  nonpool  plant  that  is  attribu¬ 
table  to  the  Class  I  allocation  at  a  Fed¬ 
eral  order  plant  of  fluid  milk  products 
transferred  from  the  nonpool  plant  to 
the  regulated  plant  would  be  assigned 
next.  Such  use  would  be  assigned,  first, 
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to  the  nonpool  plant’s  remaining  unas¬ 
signed  receipts  of  fluid  milk  products 
from  plants  fully  regulated  under  that 
order  and,  second,  to  any  such  remaining 
receipts  from  plants  fully  regulated  un¬ 
der  other  orders. 

Additional  un assigned  Class  I  utiliza¬ 
tion  at  the  nonpool  plant  then  would  be 
assigned  to  the  plant’s  receipts  of  bot¬ 
tling  grade  milk  from  dairy  farmers  and 
other  unregulated  nonpool  plants. 

Under  the  final  assignment  step,  any 
Class  III  utilization,  then  Class  II  utili¬ 
zation,  and  then  any  remaining  Class  I 
utilization,  at  the  nonpool  plant  would 
be  assigned  to  any  remaining  unassigned 
receipts  of  fluid  milk  products  and  bulk 
fluid  cream  products  at  the  nonpool 
plant  from  all  Federal  order  plants. 

In  determining  the  classification  of 
milk  transferred  or  diverted  from  a  pool 
plant  to  a  nonpool  plant,  the  utilization 
of  any  transfers  from  the  nonpool  plant 
to  another  unregulated  nonpool  plant 
also  must  be  established.  In  this  case,  the 
same  assignment  priorities  just  outlined 
should  apply  also  at  the  second  non¬ 
pool  plant. 

Each  of  the  seven  orders  now  pro¬ 
vides  that  transfers  of  fluid  milk  prod¬ 
ucts  from  a  pool  plant  to  a  producer- 
handler  shall  be  classified  as  Class  I 
milk.  The  St.  Louis-Ozarks  order  re¬ 
quires  also  that  such  transfers  to  a  pro¬ 
ducer-handler  under  any  other  order 
likewise  shall  be  Class  I.  This  additional 
requirement  should  apply  under  each 
of  the  orders. 

Under  the  Federal  order  program,  pro¬ 
ducer-handlers,  in  their  capacity  as 
handlers,  are  exempt  from  the  pricing 
and  pooling  provisions  of  the  various 
orders.  In  consideration  of  this  exemp¬ 
tion,  each  order  requires  a  Class  I  classi¬ 
fication  of  all  fluid  milk  products  that 
are  transferred  from  a  pool  plant  to  a 
producer-handler  as  defined  under  that 
particular  order.  Inasmuch  as  the  pro¬ 
ducer-handler  exemption  under  each 
order  is  predicated  on  essentially  the 
same  basis,  a  Class  I  classification  of 
milk  transferred  from  a  pool  plant  regu¬ 
lated  under  one  order  to  a  producer - 
handler  as  defined  under  another  order 
would  be  in  keeping  with  the  general 
basis  for  producer-handler  exemption. 

Bulk  fluid  cream  products  transferred 
from  a  pool  plant  to  a  producer-handler 
should  be  assigned  to  the  extent  possi¬ 
ble  to  the  latter’s  Class  III  use,  and  then 
Class  II  use.  If  the  producer-handler 
does  not  have  enough  utilization  in  these 
classes  to  cover  such  transfers,  any  re¬ 
maining  transfers  should  be  classified  as 
Class  I  milk. 

As  in  the  case  of  all  other  fluid  milk 
products,  such  transfers  of  cream  are 
now  classified  as  Class  I  milk.  Such 
classification  tends  to  assure  that  pro¬ 
ducers  do  not  carry  for  producer- 
handlers  the  burden  of  all  reserve  sup¬ 
plies  for  their  Class  I  market.  With  the 
removal  of  cream  from  the  Class  I  classi¬ 
fication,  as  adopted  herein,  a  mandatory 
Class  I  classification  of  cream  transfers 
to  producer-handlers  would  not  be  neces¬ 
sary  for  this  purpose. 


In  addition  to  the  Class  I  classification 
of  all  fluid  milk  products  transferred  to 
a  producer-handler,  the  Chicago  Re¬ 
gional  order  provides  for  a  similar  clas¬ 
sification  of  all  fluid  milk  products 
transferred  to  an  “exempt  distributing 
plant.”  Also,  a  similar  classification  ap¬ 
plies  under  the  St.  Louis-Ozarks  order 
to  all  fluid  milk  products  transferred  to 
a  plant  operated  by  a  “governmental 
agency.”  Under  each  of  these  two  orders, 
the  adopted  method  for  classifying  bulk 
fluid  cream  products  transferred  to  a 
producer-handler  should  apply  likewise 
to  transfers  of  bulk  fluid  cream  products 
to  these  two  other  types  of  plants. 

The  classification  of  milk  transferred 
or  diverted  from  a  pool  plant  to  a  non¬ 
pool  plant  that  is  not  an  other  order 
plant  or  a  producer-handler  plant  should 
not  be  contingent  upon  any  distance  lim¬ 
itation.  Presently,  such  mileage  (or  area) 
limitations  apply  under  the  Chicago  Re¬ 
gional,  Louisville-Lexington-Evansville 
and  St.  Louis-Ozarks  orders.  Until  re¬ 
cently,  similar  limitations  applied  also 
under  the  Southern  Illinois  and  Central 
Illinois  orders.  These  limitations  under 
the  latter  two  orders  were  removed  by 
amendatory  actions  (35  F.R.  12267, 
18107)  subsequent  to  the  classification 
hearing  on  which  this  decision  is  based. 

The  Chicago  Regional  order  provides 
that  fluid  milk  products  transferred  in 
bulk  form  from  a  pool  plant  to  a  nonpool 
plant  located  outside  the  States  of  Wis¬ 
consin,  Minnesota,  Iowa,  Illinois,  In¬ 
diana,  Michigan,  or  Ohio  shall  be  classi¬ 
fied  as  Class  I  milk  to  the  extent  of  the 
nonpool  plant’s  Class  I  disposition,  re¬ 
gardless  of  where  such  disposition  is 
made.  Transfers  to  nonpool  plants  lo¬ 
cated  in  these  States,  on  the  other  hand, 
are  classified  on  a  basis  that  assigns  the 
nonpool  plant’s  Class  I  utilization  to  its 
various  sources  of  receipts  in  accordance 
with  where  the  plant  disposes  of  its  Class 
I  milk. 

Under  the  Louisville-Lexington- 
Evansville  order,  milk  transferred  or 
diverted  to  a  nonpool  plant  located  250 
miles  or  more  from  the  nearer  of  Louis¬ 
ville,  Kentucky,  or  Evansville,  Indiana, 
is  classified  as  Class  I  milk  regardless  of 
its  use  at  the  nonpool  plant.  Recognition 
is  given  under  the  classification  provi¬ 
sions  of  such  order  to  the  nonpool 
plant’s  actual  utilization  in  the  case  of 
milk  transferred  to  less  distant  plants. 

Classification  provisions  similar  to 
those  for  the  Louisville-Lexington- 
Evansville  order  are  contained  in  the  St. 
Louis-Ozarks  order.  In  this  case,  the  au¬ 
tomatic  Class  I  classification  applies  on 
transfers  and  diversions  of  milk  to  plants 
located  more  than  350  miles  from  St. 
Louis. 

The  conditions  prompting  the  initial 
adoption  of  these  mileage  limitations  no 
longer  prevail,  thereby  making  their 
continued  use  inappropriate.  The  use  of 
mileage  limitations  evolved  in  large  part 
from  the  relatively  high  transportation 
cost  of  milk  relative  to  its  value  for 
manufacturing  and  from  the  administra¬ 
tive  cost  of  verifying  the  utilization  of 
milk  transferred  to  plants  distant  from 
the  local  market.  Under  today’s  condi¬ 


tions  of  distribution,  milk  regularly 
moves  greater  distances  as  a  routine 
matter.  Moreover,  Federal  orders  now 
operate  throughout  much  of  the  United 
States.  Arrangements  for  verifying  the 
utilization  at  distant  plants  can  be  made 
easily  through  the  facilities  of  the  vari¬ 
ous  market  administrators’  offices. 

Also,  the  mileage  limitations  often  are 
no  longer  consistent  with  the  existing 
supply  patterns.  Milk  is  often  moved 
considerable  distances  from  producers’ 
farms  to  distributing  plants.  When  such 
milk  is  not  needed  for  fluid  use,  it  is 
usually  diverted  to  manufacturing  plants 
located  close  to  the  production  area. 
Classifying  such  milk  in  Class  I  because 
of  applicable  mileage  limitations  is  not 
consistent  with  the  obvious  manufactur¬ 
ing  use  of  the  milk.  Removal  of  such 
provisions  will  promote  uniformity  in 
classification  among  the  seven  markets. 

(d)  Classification  of  end-of-month 
inventories.  Each  of  the  seven  orders 
should  provide  that  packaged  fluid  milk 
products  in  a  handler’s  inventory  at  the 
end  of  the  month  be  classified  as  Class  I 
milk.  Such  inventory  should  be  priced 
at  the  current  month’s  Class  I  price,  with 
no  subsequent  adjustment  because  of  a 
change  in  the  Class  I  price  level  in  the 
following  month.  A  Class  III  classifica¬ 
tion  should  apply  to  ending  inventory  of 
fluid  milk  products  in  bulk  form. 

This  would  continue  under  the  South¬ 
ern  Illinois  and  Central  Illinois  orders 
the  present  practice  of  classifying  ending 
inventory  of  packaged  fluid  milk  prod¬ 
ucts  in  Class  I  and  classifying  ending 
inventory  of  bulk  fluid  milk  products  in 
the  lowest  closs.  These  two  orders  pro¬ 
vide,  though,  that  a  handler’s  obligation 
for  Class  I  inventory  shall  be  adjusted  in 
the  following  month  to  the  extent  that 
the  Class  I  price  level  initially  applicable 
to  such  inventory  changes. 

The  classification  of  inventory  under 
the  other  five  orders  being  considered 
would  be  changed.  Presently,  all  end-of- 
month  inventories  of  fluid  milk  products, 
whether  in  bulk  or  packaged  form,  are 
classified  in  the  lowest  class. 

The  principal  cooperatives  proposed 
that  all  seven  orders  classify  all  ending 
inventories  of  fluid  milk  products  in 
Class  III.  They  claimed  that  this  proce¬ 
dure  would  be  less  complicated  for 
handlers  since  handlers  only  occasionally 
would  have  any  adjustment  in  their  pool 
obligation  as  a  result  of  having  Class 
III  inventories  reclassified  the  following 
month  in  Class  I.  Proponents  stated  that 
with  packaged  inventories  in  Class  I,  as 
under  the  Central  Illinois  and  Southern 
Illinois  orders,  each  handler  usually  has 
some  adjustment  each  month  in  his  ob¬ 
ligation  for  Class  I  inventories.  The  co¬ 
operatives’  proposed  classification  of 
ending  inventories  was  supported  by 
handlers. 

In  the  interest  of  establishing  uniform 
classification  provisions  among  the 
orders,  the  same  procedure  for  classify¬ 
ing  end-of-month  inventory  should  be 
adopted  for  each  of  the  seven  orders. 
Either  type  of  inventory  classification 
procedure  now  being  used  in  the  seven 
markets  results  over  the  long  run  in 
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the  same  pool  obligation  for  handlers  and 
the  same  returns  to  producers.  There  are 
factors  to  be  considered,  however,  that 
support  extending  to  the  other  five  mar¬ 
kets  the  procedure  now  used  in  the 
Southern  Illinois  and  Central  Illinois 
markets — but  without  the  provision  for 
monthly  price  adjustments. 

At  the  close  of  the  monthly  account¬ 
ing  period,  fluid  milk  products  that  have 
been  packaged  but  not  yet  delivered  to 
the  place  of  sale  may  be  at  any  one  of 
several  places  in  a  handler’s  distribu¬ 
tion  system.  Depending  on  the  handler’s 
method  of  operation,  such  places  could 
include  the  cold  storage  room  within  his 
processing  plant,  trucks  parked  on  or 
near  the  plant’s  premises,  distribution 
points,  or  trucks  in  transit  to  distribution 
points  or  places  of  sale.  It  would  not  be 
unusual  for  one  handler  to  decide  dif¬ 
ferently  from  another  as  to  which  point 
in  his  distribution  system  packaged  fluid 
milk  products  are  no  longer  a  part  of  his 
inventory. 

When  ending  inventory  is  classified  in 
the  lowest  class,  the  classification  of 
packaged  fluid  milk  products  can  be  con- 
tinguent  entirely  on  what  point  in  his 
distribution  system  a  handler  decides 
such  products  are  not  in  inventory.  This 
situation  does  not  arise  when  ending  in¬ 
ventory  of  packaged  fluid  milk  products 
is  classified  as  Class  I  milk,  the  ultimate 
utilization  of  such  products. 

As  noted,  the  Southern  Illinois  and 
Central  Illinois  orders  provide  for  re¬ 
adjusting  a  handler’s  pool  obligation  on 
his  Class  I  inventory  if  the  Class  I  price 
level  changes  the  following  month.  Thus, 
if  the  Class  I  price  increases  over  the 
previous  month’s  price  (at  which  the  in¬ 
ventory  was  first  accounted  for) ,  the 
handler  is  charged  the  difference  between 
the  Class  I  price  for  the  current  month 
and  the  Class  I  price  for  the  preceding 
month  on  the  quantity  of  ending  in¬ 
ventory  classified  as  Class  I  milk  in  the 
preceding  month.  If  the  current  Class  I 
price  is  less  than  that  for  the  preced¬ 
ing  month,  the  handler  receives  a  cor¬ 
responding  credit. 

Discontinuance,  of  this  provision  will 
eliminate  minor  adjustments  of  handlers’ 
obligations  which  the  industry  considers 
undesirable  and  will  simplify  adminis¬ 
tration  of  the  order.  This  change  will 
have  minimal  effect  on  the  overall  milk 
costs  for  handlers  and  returns  to  pro¬ 
ducers.  For  the  18-month  period  of  Feb¬ 
ruary  1969  through  July  1970,  the 
monthly  rate  of  adjustment  averaged 
plus  1.6  cents  per  hundredweight. 

Under  the  revised  classification  plan, 
skim  milk  and  butterfat  disposed  of  in 
the  form  of  a  fluid  cream  product  would 
be  classified  as  Class  II  milk.  Packaged 
fluid  cream  products  that  are  in  a  han¬ 
dler’s  inventory  at  the  end  of  the  month 
should  be  classified  as  Class  II  milk,  the 
ultimate  utilization  of  these  products  in 
such  form.  In  the  following  month,  such 
inventory,  as  Class  II  inventory  on  hand 
at  the  beginning  of  the  month,  should  be 
allocated  directly  to  the  handler’s  Class 
II  utilization. 

Fluid  cream  products  in  bulk  form 
that  are  on  hand  at  the  end  of  the  month 
should  be  classified  in  Class  III.  As  in 
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the  case  of  bulk  milk,  the  final  use  of 
cream  being  held  in  bulk  form  is  not 
necessarily  apparent  from  that  form. 
The  cream  must  be  followed  to  its  ulti¬ 
mate  use,  which  may  be  in  any  class. 
Accordingly,  it  is  reasonable  to  classify 
any  bulk  cream  inventory  in  Class  III 
and  then  apply  a  reclassification  charge 
should  the  cream  eventually  be  used 
in  a  higher  class. 

For  the  first  month  that  the  revised 
classification  plan  is  effective  under 
each  of  the  seven  orders,  certain  transi¬ 
tional  provisions  relating  to  inventory 
should  apply.  Under  the  Chicago  Re¬ 
gional,  Indiana,  Louisville-Lexington- 
Evansville,  St.  Louis-Ozarks,  and 
Paducah  orders,  beginning  inventories 
of  packaged  fluid  milk  products  and 
packaged  cream  items  will  have  been 
priced  in  the  prior  month  at  the  lowest 
class  price.  As  adopted  herein,  beginning 
inventories  of  packaged  fluid  milk  prod¬ 
ucts  normally  would  be  allocated  directly 
to  a  handler’s  Class  I  utilization.  Begin¬ 
ning  inventories  of  packaged  fluid  cream 
products  normally  would  be  allocated 
directly  to  Class  II  uses.  Such  allocation 
assumes  that  the  products  were  priced 
at  the  corresponding  price  level  in  the 
preceding  month.  Since  this  would  not 
be  the  case  for  the  first  month  under  the 
revised  classification  plan,  such  inven¬ 
tories  should  be  allocated  in  the  first 
month  to  Class  III  in  the  same  manner 
as  inventories  of  bulk  fluid  milk  products 
and  bulk  fluid  cream  products. 

This  same  allocation  procedure  for 
beginning  inventories  may  have  equal 
applicability  in  other  months  and  should 
be  applied  when  appropriate.  A  plant 
that  becomes  pooled  under  the  order  may 
not  have  been  subject  in  the  preceding 
month  to  any  Federal  order  or  to  an 
order  providing  for  the  Class  I  classifica¬ 
tion  of  packaged  inventories  of  fluid  milk 
products.  In  this  case,  the  plant’s  cur¬ 
rent  receipts  of  producer  milk,  rather 
than  its  beginning  inventories,  should 
be  given  first  priority  to  the  plant’s 
Class  I  utilization. 

The  Southern  Illinois  and  Central 
Illinois  orders  presently  classify  ending 
inventories  of  packaged  fluid  cream 
products  in  Class  I.  Thus,  in  the  last 
month  that  the  present  classification 
plan  is  effective,  handlers  under  these 
two  orders  will  have  paid  the  Class  I 
price  for  these  packaged  products  in 
ending  inventory.  The  next  month,  how¬ 
ever,  such  packaged  products,  as  begin¬ 
ning  inventory,  would  be  allocated  under 
the  revised  classification  plan  to  Class 
II.  In  this  case,  handlers  under  the  two 
orders  should  receive  a  credit  on  such 
products  in  the  first  month  that  the 
revised  orders  are  effective.  Such  credit 
would  be  at  the  difference  between  the 
Class  I  price  for  the  preceding  month 
applicable  to  these  products  and  the 
Class  n  price  for  the  current  month. 
This  price  adjustment  is  necessary  to 
assure  that  handlers  will  be  subject  to 
the  same  pricing  for  such  products 
whether  the  products  enter  into  the 
month’s  accounting  as  beginning  inven¬ 
tory  or  are  made  from  current  receipts 
of  producer  milk. 
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(e)  Shrinkage  allowances.  The  classi¬ 
fication  of  shrinkage  under  each  order 
should  be  changed  only  to  the  extent 
necessary  to  achieve  uniformity  among 
the  seven  orders  in  the  application  of 
certain  shrinkage  provisions. 

A  cooperative  association  proposed 
that  any  plant  losses  experienced  by  a 
handler  be  classified  as  Class  I  milk.  Cur¬ 
rently,  a  handler  is  permitted  to  have 
a  certain  amount  of  shrinkage  classi¬ 
fied  in  Class  II.  In  conjunction  with  the 
shrinkage  proposal,  this  producer  group 
also  proposed  that  no  exception  to  the 
Class  I  classification  of  fluid  milk  prod¬ 
ucts  disposed  of  on  routes  be  made  for 
route  returns.  Presently,  the  orders  per¬ 
mit  route  returns  that  are  disposed  of  for 
animal  feed  or  dumped  to  be  classified 
in  Class  II. 

The  cooperative  proposed  that  in  lieu 
of  the  Class  II  shrinkage  and  route  re¬ 
turn  allowances  a  handler  be  given  a 
credit  on  his  pool  obligation  of  2 
cents  per  hundredweight  for  all  milk, 
skim  milk,  and  cream  handled  in  bulk 
form  in  his  plant.  To  maintain  the  pres¬ 
ent  relationship  in  the  proration  of 
shrinkage  between  the  receiving  and 
processing  operations,  the  cooperative 
proposed  that  a  handler  be  allowed  0.5- 
cent  per  hundredweight  for  receiving  and 
1.5  cents  per  hundredweight  for  proc¬ 
essing,  or  a  total  of  2  cents  if  the  han¬ 
dler  performed  both  operations. 

While  urging  that  the  classification 
provisions  of  the  seven  orders  be  made 
as  uniform  as  possible,  the  principal  co¬ 
operatives  proposed  that  no  change  be 
made  at  this  time  in  the  shrinkage  pro¬ 
visions  of  the  orders. 

Other  than  to  make  them  uniform  in 
several  respects,  no  basic  change  should 
be  made  at  this  time  in  the  shrinkage 
provisions  of  the  seven  orders,  or  in 
the  arrangement  for  classifying  route  re¬ 
turns.  Although  there  may  be  some  merit 
in  revising  these  provisions  to  a  greater 
extent  than  is  set  forth  herein,  such 
changes  should  be  based  on  a  thorough 
exploration  of  the  issue  at  a  hearing 
after  adequate  public  notice.  These  con¬ 
ditions  were  not  met  at  this  hearing. 

Each  of  the  orders  now  provides  that 
with  respect  to  a  handler’s  shrinkage  of 
milk  that  is  received  at  his  pool  plant 
directly  from  producers,  up  to  2  percent 
of  such  receipts  may  be  classified  as 
Class  II  milk,  the  lowest  utilization. 
Should  the  handler  transfer  some  of  the 
producer  milk  to  another  pool  plant  for 
processing,  the  Class  II  shrinkage  which 
the  handler  may  claim  on  such  milk  is 
limited  to  0.5  percent  of  the  milk. 

This  division  of  shrinkage  between 
the  receiving  handler  and  the  processing 
handler  also  applies  under  those  orders 
which  provide  for  a  cooperative  associ¬ 
ation  to  be  the  handler  on  bulk  tank  milk 
which  it  receives  at  the  farm  and  de¬ 
livers  to  a  pool  plant.  If,  in  this  case,  the 
plant  operator  purchases  such  milk  on 
the  basis  of  scale  weights,  the  maximum 
Class  II  shrinkage  allowance  for  the 
plant  operator  is  1.5  percent  of  such  milk. 
The  cooperative,  as  the  receiving  han¬ 
dler,  is  the  responsible  handler  for  any 
difference  between  the  farm  weights  and 
the  weight  at  which  the  plant  operator 
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purchases  the  milk.  Of  this  difference, 
up  to  0.5  percent  of  the  milk  at  farm 
weights  is  allowed  the  cooperative  as 
Class  II  shrinkage.  If  the  plant  operator 
purchases  the  milk  on  the  basis  of  farm 
weights,  however,  he  is  permitted  the  full 
2  percent  Class  II  shrinkage  allowance. 

With  respect  to  producer  milk  di¬ 
verted  from  a  pool  plant  to  a  nonpool 
plant  or,  under  certain  of  the  orders,  to 
another  pool  plant,  either  by  a  plant  op¬ 
erator  or  by  a  cooperative  association, 
the  shrinkage  allowances  under  the  pres¬ 
ent  orders  are  not  consistent  in  all  cases 
with  the  shrinkage  classification  out¬ 
lined  above.  There  is  little,  if  any,  rea¬ 
son  for  applying  shrinkage  allowances 
differently  under  the  several  orders 
under  comparable  handling  arrange¬ 
ments.  The  shrinkage  provisions  of  these 
orders  should  be  modified  to  the  extent 
necessary  to  make  them  generally  uni¬ 
form  with  respect  to  the  same  handling 
arrangements. 

In  this  regard,  each  order  should  pro¬ 
vide  that  in  the  case  of  milk  diverted  to 
a  nonpool  plant  or,  if  permitted,  to 
another  pool  plant,  the  diverting  han¬ 
dler  shall  be  allowed  up  to  0.5  percent 
Class  III  shrinkage  on  the  milk  if  it  is 
not  purchased  on  the  basis  of  farm 
weights  by  the  operator  of  the  plant 
where  the  milk  is  physically  received. 
Where  such  diversions  are  to  a  pool 
plant,  the  operator  of  the  plant  to  which 
the  milk  is  diverted  should  be  permitted 
in  this  case  up  to  1.5  percent  Class  III 
shrinkage.  If  the  operator  of  the  non¬ 
pool  plant  or  pool  plant  purchases  such 
milk  on  the  basis  of  farm  weights,  no 
shrinkage  allowance  on  the  milk  should 
be  permitted  the  diverting  handler.  In 
the  case  of  the  operator  of  the  pool  plant 
where  the  milk  is  physically  received, 
such  operator  should  receive  the  full  2 
percent  allowance. 

(f )  Allocation  of  receipts  to  utilization. 
In  adopting  a  revised  classification  plan 
under  each  of  the  seven  orders,  conform¬ 
ing  changes  must  be  made  in  the  pro¬ 
visions  that  prescribe  how  a  handler’s 
receipts  from  different  sources  shall  be 
allocated  to  his  utilization  for  the  pur¬ 
pose  of  classifying  producer  milk.  Such 
changes  are  necessary  to  provide  for  the 
allocation  of  receipts  to  three  classes  of 
utilization  rather  than  two  classes  as  at 
present. 

In  this  connection,  the  adoption  of 
three  use  classes  requires  a  new  consid¬ 
eration  of  how  other  source  milk  shall 
be  allocated  to  a  handler’s  utilization  of 
milk.  Under  the  present  orders,  other 
source  milk  is  allocated  in  most  cases  to  a 
handler’s  surplus  uses  to  the  extent  pos¬ 
sible,  regardless  of  how  it  actually  may 
have  been  used.  The  producers  who  are 
relied  upon  for  a  regular  supply  of  milk 
for  the  local  fluid  market  thus  receive  the 
highest  possible  classification  of  their 
milk.  Depending  on  the  supply  condi¬ 
tions,  milk  from  unregulated  supply 
plants  and  other  Federal  order  plants 
is  permitted  to  share  in  varying  degrees 
with  local  producer  milk  in  the  higher 
value  of  the  handler’s  Class  I  sales. 

In  conjunction  with  the  revised  classi¬ 
fication  plan,  however,  handlers  using 


certain  types  of  other  source  milk 
(whether  in  the  form  received  or  in  re¬ 
constituted  form)  in  the  processing  of 
Class  II  products  should  be  permitted  to 
have  such  other  source  milk  allocated 
directly  to  their  Class  II  uses.  Under  the 
plan  herein,  such  other  source  milk  to 
which  direct  allocation  could  apply  would 
be  limited  to  milk  products  that  are  not 
fluid  milk  products  or  fluid  cream  prod¬ 
ucts  (such  as  nonfat  dry  milk  and  con¬ 
densed  milk  or  skim  milk) . 

The  national  associations  of  fluid  milk 
and  ice  cream  processors  proposed  that 
if  a  three-class  system  is  adopted  han¬ 
dlers  should  have  the  option  of  having 
other  source  milk  allocated  to  their  Class 
II  utilization  rather  than  allocated  to 
the  extent  possible  to  the  lowest  class. 

It  was  their  position  that  the  Class  II 
price  for  producer  milk  should  not  be 
set  at  a  level  that  is  any  higher  than  the 
cost  to  handlers  of  obtaining  alternative 
supplies  of  milk  or  milk  products  for 
Class  II  use.  These  groups  contended  that 
with  such  pricing  there  is  no  justification 
for  “down-allocating”  to  Class  III  any 
receipts  of  other  source  milk  which  ac¬ 
tually  may  have  been  used  in  Class  II. 

Handlers  indicated  further  that  with 
optional  allocation  a  handler  could 
choose  to  use  other  source  milk  without 
the  cost  impact  of  down-allocation 
should  the  cost  of  such  milk  become 
less  than  the  cost  of  producer  milk  for 
Class  II  use.  Also,  these  groups  stated 
that  down-allocation  of  other  source 
milk  would  imply  an  intent  to  provide 
undue  protection  of  the  Class  II  market 
for  producers.  They  maintained  that 
such  protection  is  not  justified,  or  ap¬ 
parently  intended  by  producers  in  view 
of  no  producer  proposal  for  a  compensa¬ 
tory  payment  on  other  source  milk  used 
in  Class  II. 

The  principal  cooperative  associations, 
on  the  other  hand  urged  in  connection 
with  their  proposal  for  three  classes  that 
producers  have  first  claim  on  a  handler’s 
Class  II  use  as  well  as  on  his  Class  I 
use.  It  was  their  contention  that  pro¬ 
ducer  milk  not  used  in  Class  I  should 
receive  the  next  highest  possible  classi¬ 
fication  since  the  milk  was  produced  for 
the  Class  I  market  and  represents  the 
reserve  supply  for  this  segment  of  the 
dairy  industry. 

As  pointed  out  earlier  in  this  decision, 
the  establishment  of  a  new  intermediate 
price  class  is  supported  by  the  fact  that 
handlers  rely  largely  on  producers  for 
a  regular  supply  of  milk  for  the  products 
herein  included  in  Class  II.  The  major 
use  of  other  source  milk  in  making  these 
Class  II  products  is  the  addition  of  non¬ 
fat  dry  milk  to  cream  products,  mainly 
half  and  half,  and  to  skim  milk  being 
used  for  the  manufacture  of  cottage 
cheese.  On  occasion,  when  producer  sup¬ 
plies  are  short,  handlers  also  may  recon¬ 
stitute  nonfat  dry  milk  for  cottage  cheese 
production.  Condensed  milk  or  skim  milk 
may  be  similarly  used.  Handlers  choosing 
to  use  such  other  source  milk  in  this  way 
should  be  permitted  to  have  such  milk 
allocated  directly  to  their  Class  II  uti¬ 
lization  rather  than  allocated  first  to  any 
Class  III  utilization  they  may  have. 


In  establishing  a  new  intermediate 
price  class,  it  is  not  intended  that  this 
outlet  for  producer  milk  necessarily  be 
reserved  for  local  producers.  This  new 
use  class  merely  recognizes  that  some 
additional  value  attaches  to  producer 
milk  used  by  regulated  handlers  in  the 
Class  II  products.  Pricing  this  milk  at  a 
level  above  the  Class  III  price  serves  also 
to  reduce  the  burden  on  the  Class  I  price 
of  attracting  a  supply  of  producer  milk 
for  the  Class  I  market.  It  is  not  intended 
that  producer  returns  be  enhanced  for 
the  purpose  of  also  attracting  a  full 
supply  of  producer  milk  for  handlers’ 
Class  II  uses.  Accordingly,  no  obligation 
to  the  pool  (commonly  known  as  a  com¬ 
pensatory  payment)  would  be  imposed 
under  the  revised  classification  plan  on 
any  other  source  milk  which  regulated 
handlers  may  use  in  Class  II  or  on  any 
Class  II  products  that  may  be  distrib¬ 
uted  in  the  market  by  nonpool  plants, 
either  directly  on  routes  or  through  pool 
plants. 

As  long  as  the  Class  II  price  for  pro¬ 
ducer  milk  remains  in  proper  relation¬ 
ship  with  the  cost  of  alternative  supplies, 
it  is  not  expected  that  this  direct  alloca¬ 
tion  of  nonfluid  other  source  milk  to 
Class  II  will  induce  handlers  to  use  other 
source  milk  in  preference  to  producer 
milk  for  processing  Class  II  products. 
Under  the  adopted  Class  II  price,  pro¬ 
ducers  would  represent  in  most  circum¬ 
stances  the  most  economical  source  of 
milk  for  Class  II  use.  As  was  shown  pre¬ 
viously,  this  would  be  so  with  respect  to 
the  alternative  use  of  nonfat  dry  milk, 
the  type  of  other  source  milk  most  com¬ 
monly  used  in  the  proposed  Class  II 
products.  Nonfat  dry  milk  has  certain 
advantages  for  handlers  that  producer 
milk  cannot  provide.  It  can  be  added 
easily  to  milk  or  milk  products  to  in¬ 
crease  their  nonfat  milk  solids  content. 
Also,  its  storability  permits  handlers  to 
have  a  concentrated  form  of  nonfat  milk 
solids  on  hand  at  all  times  for  emer¬ 
gency  use.  Nevertheless,  the  higher  cost 
of  nonfat  dry  milk  relative  to  producer 
milk  would  tend  to  limit  its  use  to  only 
those  situations  where  the  nonfat  dry 
milk  has  a  distinct  processing  advantage 
for  handlers. 

No  provision  should  be  made  for  the 
direct  allocation  to  a  handler’s  Class  II 
utilization  of  other  source  milk  received 
in  fluid  form.  Unlike  the  handling  of 
nonfat  dry  milk,  it  would  not  be  unusual 
for  a  handler  to  commingle  in  his  plant 
any  receipts  of  fluid  other  source  milk 
with  his  receipts  of  producer  milk.  In 
this  circumstance,  it  would  not  be  pos¬ 
sible  to  know  just  how  much  of  the  other 
source  milk  may  have  been  used  in  the 
processing  of  a  Class  II  product.  The  dif¬ 
ficulty  which  a  handler  would  have  in 
demonstrating  that  he  actually  used  fluid 
other  source  milk  in  a  Class  II  product, 
and  the  administrative  difficulty  in  veri¬ 
fying  such  claimed  use,  warrants  the  al¬ 
location  of  such  milk  in  essentially  the 
same  manner  as  now  provided  by  the 
orders. 

In  keeping  with  the  goal  of  classifying 
milk  uniformly  under  the  seven  orders, 
certain  changes  should  be  made  in  the 
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orders  to  effect  a  uniform  application  of 
the  allocation  provisions  to  multiple  - 
plant  handlers.  Presently,  the  seven  or¬ 
ders  differ  as  to  how  the  allocation  pro¬ 
cedure  shall  be  carried  out  for  handlers 
who  operate  two  or  more  pool  plants 
regulated  under  the  same  order. 

Each  order  should  provide  that  for 
purposes  of  allocating  a  multiple-plant 
handler’s  receipts  to  his  utilization  the 
operations  of  all  of  his  pool  plants  be 
combined.  Thus,  in  determining  the  clas¬ 
sification  of  producer  milk,  the  market 
administrator  would  combine  the  utiliza¬ 
tion  in  each  of  the  respective  classes  at 
all  of  the  handler’s  pool  plants,  and, 
likewise,  the  respective  types  of  receipts 
at  such  plants. 

The  multiple-plant  handler  should 
have  the  option,  however,  of  requesting 
that  the  allocation  of  receipts  to  utiliza¬ 
tion  be  done  on  an  individual  plant  basis 
rather  than  on  a  system  basis.  Such  al¬ 
location  should  be  permitted,  however, 
only  if  the  handler  does  not  have  at  any 
of  his  pool  plants  receipts  of  other 
source  milk  from  unregulated  supply 
plants  and  other  Federal  order  plants 
that  would  be  allocated  on  a  pro  rata 
basis  with  producer  milk  to  the  plant’s 
Class  I  utilization. 

This  application  of  the  allocation  pro¬ 
visions  to  a  multiple-plant  handler  is 
now  used  under  the  Chicago  order.  The 
Paducah  order  requires  that  allocation 
be  on  a  system  basis  in  all  cases.  The 
other  five  orders  provide  that  allocation 
be  on  an  individual  plant  basis  unless 
there  are  receipts  of  other  source  milk 
at  any  one  of  the  plants  that  are  to  be 
prorated  with  producer  milk  to  the 
plant’s  Class  I  utilization.  The  Indiana 
and  Louisville-Lexington-Evansville  or¬ 
ders  provide  that  in  this  case  system 
allocation  shall  apply  at  those  steps  of 
the  allocation  procedure  where  such 
other  source  milk  is  to  be  allocated.  The 
St.  Louis-Ozarks,  Southern  Illinois,  and 
Central  Illinois  orders,  on  the  other 
hand,  require  in  this  case  that  all  allo¬ 
cations  of  the  handler’s  receipts  to  utili¬ 
zation  be  done  on  the  basis  of  his  total 
system. 

Conditions  in  the  individual  markets 
do  not  require  continuance  of  the  several 
allocation  methods  now  provided  in  the 
orders  under  consideration.  At  this  time 
when  handlers  or  plants  are  often  sub¬ 
ject  at  different  times  to  the  regulatory 
provisions  of  different  orders,  the  use 
of  uniform  accounting  provisions  should 
promote  equity  and  reduce  misunder¬ 
standing  in  the  milk  industry  of  the 
regulatory  program.  There  would  be 
little,  if  any,  change  in  a  handler’s  total 
obligation  under  the  order  or  in  pro¬ 
ducer  returns  from  extending  the  use  of 
the  Chicago  order’s  allocation  procedure 
to  the  other  markets  involved  here. 

It  should  be  noted  that  under  the  pro¬ 
posed  allocation  provisions  for  multiple- 
plant  handlers  the  present  requirement 
that  a  handler  submit  reports  of  re¬ 
ceipts  and  utilization  for  each  of  his  pool 
plants  would  be  continued.  Likewise,  the 
amount  of  shrinkage  and  overage  of  skim 
milk  and  butterfat  experienced  by  a 
handler  would  continue  to  be  determined 


separately  for  each  of  his  pool  plants.  An 
exception  to  this  procedure  is  now  per¬ 
mitted  under  the  Chicago  order.  On  the 
basis  of  this  record,  this  is  not  changed. 
Under  that  order,  reporting  and  shrink¬ 
age  or  overage  determinations,  if  ap¬ 
proved  by  the  market  administrator,  may 
be  done  on  a  system  basis  if  a  handler 
so  requests. 

In  those  cases  where  allocation  of  re¬ 
ceipts  to  utilization  is  done  on  a  system 
basis,  it  is  necessary  that  the  handler’s 
obligation,  as  determined  by  the  market 
administrator,  likewise  be  computed  for 
the  handler’s  total  system.  When  alloca¬ 
tion  is  on  an  individual  plant  basis,  the 
orders  should  provide  that  a  handler’s 
obligation  may  be  determined  for  each  of 
his  plants  individually  if  he  so  requests 

The  revised  application  of  the  alloca¬ 
tion  provisions  to  multiple-plant  han¬ 
dlers  requires  that  the  rules  for  deter¬ 
mining  the  quantity  of  milk  eligible  for 
Class  I  location  adjustment  for  such 
handlers  be  explicit  in  each  order.  Cer¬ 
tain  modifications  of  the  present  loca¬ 
tion  adjustment  provisions  are  thus 
necessary  to  assure  that  these  rules  are 
clearly  set  forth.  Iji  this  connection,  the 
objective  of  uniformity  in  classification 
and  pricing  among  these  markets  can  be 
furthered  by  making  such  rules  in  each 
order  uniform  to  the  extent  possible  at 
this  time. 

The  rules  defining  the  quantities  of 
skim  milk  and  butterfat  eligible  for  loca¬ 
tion  adjustment  deal  with  situations  in 
which  Class  I  milk  at  a  given  plant  must 
be  assigned  to  a  variety  of  milk  sources, 
including  inventory,  other  source  milk, 
producer  milk  received  directly  at  such 
plant,  and  milk  received  by  transfer  from 
other  pool  plants.  The  assignment  of  such 
Class  I  use  to  receipts  from  various 
sources  is  necessary  in  order  to  deter¬ 
mine  the  amount  of  producer  milk  at 
each  plant  to  which  the  location  adjust¬ 
ment  applies. 

Six  of  the  seven  orders  now  contain 
the  same  general  rules  for  determining 
the  quantity  of  milk  from  each  source 
eligible  for  location  adjustment.  The 
seventh  order,  Chicago  Regional,  pro¬ 
vides  a  different  system  of  location  pric¬ 
ing.  Class  I  transfers  by  pool  plants 
under  the  Chicago  order  are  priced  at 
the  Zone  I  Class  I  price,  regardless  of  the 
location  of  the  plant  from  which  the 
transfer  is  made.  The  transferee  distrib¬ 
uting  plant  is  allowed  avocation  adjust¬ 
ment  credit  based  on  the  location  of  the 
transferor  plant  to  the  extent  that  the 
receipt  from  such  plant  does  not  exceed 
110  percent  of  the  Class  I  use  assigned  to 
such  receipt.  Class  I  use  at  the  distribut¬ 
ing  plant,  after  deducting  packaged  re¬ 
ceipts  and  receipts  of  other  source  milk, 
is  prorated  to  receipts  directly  from  pro¬ 
ducers  and  receipts  from  other  pool 
plants.  Because  this  system  of  location 
credits  is  unique  to  the  Chicago  Regional 
order  and  is  adapted  to  marketing  prac¬ 
tices  in  that  area,  no  change  should  be 
made  in  these  provisions  of  the  Chicago 
order  on  the  basis  of  this  record.  Contin¬ 
uing  such  provisions  will  not  have  serious 
effect  on  uniformity  of  classification  and 
accounting  of  milk. 


The  remaining  six  orders  provide  that 
location  adjustment  credit  be  assigned 
to  receipts  from  transferor  plants  in 
sequence  according  to  the  location  of  the 
transferor  plant,  starting  with  the  plant 
where  the  highest  Class  I  price  is  appli¬ 
cable.  Such  assignment  is  after  direct 
receipts  from  producers  and  other  source 
milk  are  assigned  to  Class  I  use.  (For 
the  purpose  of  computing  location  ad¬ 
justments,  receipts  of  farm  bulk  tank 
milk  from  producers  for  whom  a  coopera¬ 
tive  association  acts  as  the  handler  are 
treated  the  same  as  direct  producer  re¬ 
ceipts.  In  this  discussion  the  term  “direct 
producer  receipts”  includes  such  coopera¬ 
tively  handled  milk.) 

Two  of  the  orders  provide  that  the 
initial  assignment  of  Class  I  milk  to 
direct  producer  receipts  apply  to  100  per¬ 
cent  of  such  receipts.  Four  of  the  orders 
provide  for  assignment  of  location  ad¬ 
justment  credit  to  transferor  plants  after 
taking  into  account  a  5-percent  reserve 
in  Class  II  at  the  transferee  plant.  The 
reserve  is  taken  into  account  in  two  dif¬ 
ferent  ways.  It  is  expressed  in  two  orders 
(Paducah  and  St.  Louis-Ozarks)  as  5 
percent  of  direct  producer  receipts  and 
in  the  two  other  orders  (Central  Illinois 
and  Southern  Illinois)  as  5  percent  of 
Class  I  disposition.  Since  substantially 
the  same  reserve  is  provided  in  these  four 
orders,  it  should  be  expressed  uniformly 
in  each  of  the  orders.  As  adopted  herein, 
the  reserve  would  be  based  on  the  amount 
of  producer  milk  received.  In  the  two 
orders  (Indiana  and  Louisville-Lexing- 
ton-Evansville)  where  no  reserve  is  pro¬ 
vided  now,  no  change  should  be  made  in 
this  respect  on  the  basis  of  this  record. 

The  St.  Louis-Ozarks  order  provides 
a  detailed  procedure  for  assigning  other 
source  milk  in  a  handler’s  system  to 
Class  I  utilization  at  each  plant  before 
calculating  the  quantity  of  skim  milk  and 
butterfat  eligible  for  location  adjust¬ 
ment.  The  other  orders  do  not.  Since  it 
is  necessary  to  make  such  assignments, 
rules  for  making  the  assignments  should 
be  provided  in  each  of  the  orders,  and 
they  should  be  uniform. 

The  rules  for  determining  the  quantity 
of  milk  that  is  eligible  at  each  plant  for 
location  adjustment  are  more  extensive 
for  a  multiple-plant  system  than  for  an 
individual  plant.  For  that  reason,  the 
provisions  applicable  when  skim  milk  and 
butterfat  are  allocated  on  an  individual 
plant  basis  are  set  forth  separately  from 
those  applicable  to  a  plant  system. 

After  subtracting  Class  I  utilization  at 
each  plant  which  may  be  assigned  to 
beginning  inventory  and  receipts  of  other 
source  milk,  it  is  then  necessary  to  deter¬ 
mine  the  quantities  of  milk  received  di¬ 
rectly  from  producers  and  from  each 
other  pool  plant  which  are  eligible  for 
location  adjustment.  Since  the  eligibility 
for  location  adjustment  of  Class  I  trans¬ 
fers  to  another  plant  is  determined  at 
the  transferee  plant,  the  first  step  in  de¬ 
termining  the  quantity  eligible  for  loca¬ 
tion  adjustment  at  any  plant  is  to 
separate  any  Class  I  utilization  based  on 
transfers  to  another  plant. 

The  first  step  in  determining  the  quan¬ 
tity  to  which  the  location  adjustment 
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applies  in  the  case  of  the  transferee  plant 
which  reports  as  a  single  plant  is  to 
exclude  from  total  Class  I  utilization  any 
Class  I  transfers  to  other  pool  plants 
which  are  not  assigned  location  adjust¬ 
ment  credit  at  the  transferee  plant.  This 
is  to  avoid  assigning  location  adjust¬ 
ments  to  receipts  at  the  plant  on  the 
basis  of  transfers  from  the  plant  which 
are  not  eligible  for  such  adjustment. 
Then,  subtract  any  beginning  inventory 
and  other  source  milk  allocated  to  Class 
I.  Next,  subtract  95  percent  (100  percent 
in  Indiana  and  Louisville-Lexington- 
Evansville  orders)  of  the  receipts  at  such 
plant  from  producers  and  from  coopera¬ 
tive  associations  acting  as  handlers  on 
farm  bulk  tank  deliveries.  The  remaining 
Class  I  utilization  is  the  quantity  eligible 
for  assignment  to  receipts  of  fluid  milk 
products  from  other  pool  plants.  Such 
eligible  quantity  shall  be  assigned  to  fluid 
milk  products  received  by  transfer  dur¬ 
ing  the  month  from  each  pool  plant  in 
sequence  starting  with  receipts  from  the 
plant  having  the  highest  Class  I  price. 
The  quantity  so  assigned  eligibility  for 
location  adjustment,  however,  shall  apply 
only  to  the  extent  that  the  transfer  was 
classified  in  Class  I  at  the  transferor 
plant. 

The  quantity  of  Class  I  disposition 
from  the  plant  (other  than  transfers  to 
pool  plants)  which  is  allocated  to  pro¬ 
ducer  milk  plus  the  quantity  eligible  for 
location  adjustment  based  on  transfers 
which  are  classified  as  Class  I  milk  is  the 
quantity  of  producer  milk  on  which  a 
handler  location  adjustment  applies. 

In  the  multiple-plant  system,  other 
source  milk  is  allocated  according  to  the 
total  utilization  in  all  plants  of  the  han¬ 
dler’s  system.  Thus,  to  determine  the 
quantity  of  producer  milk  eligible  for  lo¬ 
cation  adjustment  at  each  plant  in  a 
system,  it  is  necessary  to  first  identify 
the  Class  I  utilization  and  utilization  in 
other  classes  which  is  to  be  assigned  to 
other  source  milk  received  at  each  plant. 
This  is  done  to  determine  the  net  amount 
of  milk  received  from  producers  at  each 
location  which  remains  eligible  for  loca¬ 
tion  adjustments. 

The  first  assignment  step  for  the  mul¬ 
tiple-plant  system  is  to  assign  Class  II 
and  Class  III  utilization  at  each  plant 
(exclusive  of  transfers  to  other  pool 
plants  of  the  handler)  to  other  source 
milk  receipts  at  such  plant  to  the  extent 
of  combined  classification  in  such  classes. 
This  will  identify  the  other  source  milk 
at  each  plant  which  is  not  to  be  assigned 
Class  I  utilization  at  the  particular  plant. 

If  other  source  milk  of  the  same  cate¬ 
gory  is  received  at  two  or  more  plants, 
such  other  source  milk  shall  be  assigned 
first  to  the  combined  Class  II  and  Class 
III  utilization  at  the  plant  where  the 
lowest  Class  I  price  applies  and  then  in 
sequence  to  such  utilization  at  plants 
having  the  next  higher  Class  I  prices. 
This  sequence  of  assignment  comple¬ 
ments  the  “nearby  rule”  for  assigning 
location  adjustments  to  producer  milk. 

It  is  possible  that  some  other  source 
milk  allocated  to  the  handler’s  Class  II 
and  Class  III  utilization  will  remain  after 


the  above  assignment.  This  will  happen 
when  other  source  milk  is  received  at  a 
plant  having  little  or  no  Class  II  and 
Class  HI  utilization  which  transfers  milk 
to  a  plant  where  the  proportion  of  Class 
II  and  Class  in  use  is  relatively  large. 
Such  remaining  other  source  milk  (and 
inventory)  allocated  to  Class  n  and 
Class  III  should  be  assigned  first  to  re¬ 
maining  Class  II  and  Class  III  utilization 
at  the  plant  where  the  lowest  Class  I 
price  applies  and  then  in  sequence  to 
such  utilization  at  plants  having  the  next 
higher  Class  I  prices. 

After  the  above  assignment  of  begin¬ 
ning  inventory  and  other  source  milk  to 
combined  Class  II  and  Class  III  utiliza¬ 
tion  at  each  plant,  remaining  quantities 
of  such  receipts  at  each  plant  shall  be  as¬ 
signed  to  Class  I  milk  at  that  plant. 
After  subtracting  the  assigned  inventory 
and  other  source  milk  in  Class  I  at  each 
plant,  the  remaining  Class  I  milk  is 
eligible  for  assignment  of  location 
adjustments. 

From  such  remaining  pounds  of  Class  I 
skim  milk  and  butterfat,  respectively,  at 
each  plant  (excluding  all  transfers  to  the 
handler’s  other  pool  plants  and  Class  I 
transfers  to  pool  plants  of  other  handlers 
which  are  not  assigned  location  adjust¬ 
ment  at  the  transferee  plant)  subtract 
95  percent  (100  percent  in  Indiana  and 
Louisville-Lexington-Evansville  orders) 
of  the  skim  milk  and  butterfat  in  direct 
producer  receipts.  The  remaining  Class  I 
milk  is  eligible  for  assignment  of  location 
adjustments  to  fluid  milk  products  re¬ 
ceived  by  transfer  from  other  pool  plants. 
Such  eligible  quantity  shall  be  assigned 
to  receipts  from  other  pool  plants  in  se¬ 
quence  beginning  with  receipts  from  the 
plant  having  the  highest  Class  I  price. 

The  quantity  of  skim  milk  and  butter¬ 
fat  eligible  for  location  adjustment  at 
each  plant  in  the  system  shall  be  the 
Class  I  disposition  from  the  plant  (other 
than  transfers  to  pool  plants)  which  is 
allocated  to  producer  milk  plus  Class  I 
transfers  to  other  pool  plants  which  are 
determined  at  the  transferee  plant  to  be 
eligible  for  location  adjustment. 

Since  five  of  these  six  orders  provide 
for  diversion  of  producer  milk  between 
pool  plants,  it  is  necessary  to  consider 
such  diverted  milk  in  computing  the 
quantity  of  milk  eligible  for  location 
adjustment  at  each  plant  under  such 
orders.  The  five*  orders  have  different 
rules  for  pricing  such  diverted  milk.  Two 
(Central  Illinois  and  Southern  Illinois) 
price  diverted  milk  at  the  pool  plant  to 
which  diverted,  while  the  Louisville- 
Lexington-Evansville  order  prices  all 
diverted  milk  at  the  plant  from  which 
diverted.  The  St.  Louis-Ozarks  and  In¬ 
diana  orders  price  diverted  milk  at  the 
plant  to  which  diverted  if  the  divertee 
plant  is  located  in  specified  areas  and  at 
the  plant  from  which  diverted  in  other 
cases. 

The  rules  adopted  herein  would  treat 
diverted  milk  the  same  as  a  receipt  from 
producers  at  the  location  where  it  is 
priced  at  the  divertee  plant,  it  is  treated 
in  the  computation  as  producer  milk  at 
such  plant.  When  it  is  priced  at  the  plant 
from  which  diverted,  it  is  treated  as  a  re¬ 


ceipt  of  producer  milk  at  the  plant  from 
which  diverted  and  as  a  transfer  from 
such  plant  to  the  divertee  plant. 

(g)  Obligations  relative  to  other 
source  milk.  As  indicated  earlier  in  this 
decision,  it  is  proposed  herein  that  each 
of  the  orders  be  clarified  with  respect 
to  the  classification  of  milk  that  is  trans¬ 
ferred  or  diverted  from  a  pool  plant  to  a 
nonpool  plant  not  regulated  under  any 
order,  particularly  when  the  nonpool 
plant  also  has  receipts  of  milk  from 
plants  regulated  under  other  Federal 
orders.  In  conjunction  with  these 
changes,  other  revisions  should  be  made 
to  assure  that  handlers  are  not  assessed 
a  “double  charge”  on  Class  I  other  source 
milk  from  such  nonpool  plants  for  which 
a  Class  I  charge  already  has  been  as¬ 
sessed  under  some  Federal  order.  Under 
the  present  orders,  such  a  charge  could 
result  in  the  following  manner. 

Producer  milk  could  be  transferred  in 
bulk  from  a  pool  plant  under  the  Indi¬ 
ana  order  to  an  unregulated  nonpool 
plant  and  be  assigned  to  the  nonpool 
plant’s  Class  I  utilization.  In  determin¬ 
ing  his  pool  obligation,  the  pool  plant 
operator  would  be  charged  for  this  Class 
I  utilization  of  milk  at  the  Class  I  price. 

During  the  same  month,  bulk  milk 
could  be  transferred  from  the  nonpool 
plant  to  a  pool  plant  under  the  Southern 
Illinois  order  and  be  allocated  to  such 
pool  plant’s  Class  I  utilization.  In  this 
case,  *  the  operator  of  the  pool  plant 
would  be  charged  under  the  Southern 
Illinois  order  the  difference  between  the 
order’s  Class  I  price  and  weighted  aver¬ 
age  price  for  this  receipt  of  “other 
source”  Class  I  milk. 

Thus,  to  the  extent  of  the  Class  I  milk 
that  was  moved  to  the  nonpool  plant 
from  the  Indiana  market  as  Class  I  milk, 
the  Class  I  other  source  milk  received  at 
the  Southern  Illinois  pool  plant  from  the 
nonpool  plant  is,  in  effect,  priced  twice 
as  Class  I  milk  under  the  Federal  order 
system. 

More  and  more,  plants  are  tending  to 
specialize  in  the  processing  of  certain 
products,  or  in  the  packaging  of  products 
in  particular  types  of  containers.  It  is 
not  uncommon  for  milk  to  be  transferred 
from  a  pool  plant  to  an  unregulated  non¬ 
pool  plant  for  special  processing  and  the 
finished  products  to  be  moved  back  into 
the  regulated  market.  When  the  milk  is 
initially  priced  at  the  Class  I  price,  the 
market  price  structure  is  in  no  way 
undermined  if  this  milk,  or  its  equiva¬ 
lent,  is  disposed  of  by  the  nonpool  plant 
in  the  regulated  market. 

The  orders  therefore  should  provide 
that  the  operator  of  the  Southern  Illi¬ 
nois  plant,  in  this  example,  will  have  no 
obligation  to  the  pool  on  such  other 
source  Class  I  milk.  This  is  achieved 
through  a  revision  of  the  allocation  pro¬ 
visions  and  the  procedure  for  computing 
the  pool  obligation  of  a  pool  plant  oper¬ 
ator.  Receipts  of  packaged  fluid  milk 
products  at  a  pool  plant  from  an  unreg¬ 
ulated  supply  plant  would  be  allocated 
to  the  pool  plant’s  Class  I  utilization  to 
the  extent  that  an  equivalent  amount  of 
skim  milk  or  butterfat  disposed  of  to  the 
unregulated  plant  by  handlers  fully 
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regulated  under  any  Federal  order  is 
classified  and  priced  as  Class  I  milk  and 
is  not  used  as  an  offset  for  any  other 
payment  obligation  under  any  order. 
This  allocation  would  be  made  prior  to 
any  other  allocation  of  receipts  to  the 
plant’s  Class  I  utilization,  and  no  order 
obligation  would  apply  to  the  milk  so 
allocated  to  Class  I.  In  the  case  of  fluid 
milk  products  received  from  an  unregu¬ 
lated  supply  plant  in  bulk  form,  the 
provisions  setting  forth  a  handler’s  pool 
obligation  would  specify  that  no  payment 
would  apply  to  any  of  such  milk  allo¬ 
cated  to  Class  I  if,  as  just  described  for 
packaged  milk,  an  equivalent  amount  of 
milk  received  at  the  unregulated  plant 
had  been  priced  as  Class  I  milk  under 
some  order. 

In  this  same  connection,  the  provi¬ 
sions  in  each  order  prescribing  the  obli¬ 
gation  of  a  partially  regulated  distrib¬ 
uting  plant  should  be  changed.  When 
such  plant’s  obligation  is  computed  as 
though  it  were  a  pool  plant,  proper  rec¬ 
ognition  must  be  given  to  any  transfers 
from  the  plant  to  a  regulated  plant  that 
are  considered  to  already  have  been 
priced  as  Class  I  milk  under  some  Fed¬ 
eral  order.  Also,  in  computing  such 
plant’s  pool  obligation  on  route  sales  in 
a  Federal  order  marketing  area,  recog¬ 
nition  should  be  given  to  any  receipt  of 
milk  at  such  plant  from  another  unregu¬ 
lated  plant  if  an  equivalent  amount  of 
milk  received  at  the  latter  plant  already 
has  been  priced  as  Class  I  milk  under  an 
order. 

Each  order  now  imposes  a  handler  as¬ 
sessment  for  administering  the  order  on 
all  other  source  Class  I  milk  except  that 
received  in  fluid  form  from  an  other 
order  plant.  This  may  include  milk  that 
already  has  been  priced  as  Class  I  milk 
under  some  Federal  order  as  described 
above.  With  the  removal  of  a  “double” 
Class  I  charge  on  such  milk,  each  order 
should  be  changed  to  likewise  remove 
any  assessment  on  such  milk  for  admin¬ 
istrative  expenses.  It  is  presumed  that 
such  milk  was  subject  to  a  similar  charge 
under  the  order  that  initially  priced  the 
milk. 

The  orders  should  be  changed  also 
with  respect  to  the  application  of  loca¬ 
tion  adjustments  to  other  source  Class  I 
milk.  As  just  described,  each  of  the  or¬ 
ders  provides  that  a  pool  plant  opera¬ 
tor’s  obligation  to  the  producer-settle¬ 
ment  fund  shall  include  a  payment  for 
fluid  milk  products  received  from  an  un¬ 
regulated  supply  plant  if  they  are  allo¬ 
cated  to  Class  I.  The  handler’s  payment 
is  determined  by  charging  him  at  the 
Class  I  price  for  the  Class  I  other  source 
milk  and  giving  him  a  credit  on  the  milk 
at  the  weighted  average  price  (uniform 
price  in  the  case  of  the  Chicago  Regional 
order).  Both  the  Class  I  and  weighted 
average  prices  are  adjusted  for  the  lo¬ 
cation  of  the  unregulated  supply  plant. 
The  adjustment  of  the  weighted  average 
price,  though,  is  so  limited  as  to  be  not 
less  than  the  lowest  class  price.  No  such 
limitation  is  applied  currently  to  the 
Class  I  price  adjustment. 

In  his  testimony  on  how  to  implement 
certain  classification  proposals,  a  wit¬ 
ness  for  a  cooperative  association  indi¬ 


cated  that  such  a  limitation  on  the  Class 
I  price  adjustment  should  be  provided. 
Although  the  producers’  proposals  are 
not  being  implemented  in  the  manner 
envisioned  by  this  witness,  the  problem 
raised  concerning  the  applicable  loca¬ 
tion  adjustment  nevertheless  should  be 
dealt  with. 

Providing  that  any  adjusted  Class  I 
price  applicable  to  other  source  milk  be 
not  less  than  the  Class  III  price  is  ap¬ 
propriate  under  each  order.  Otherwise, 
under  certain  conditions  a  handler  could 
receive  payment  from  the  producer-set¬ 
tlement  fund  on  Class  I  milk  obtained 
from  an  unregulated  supply  plant.  Such 
payment  could  result  when  the  location 
differential  for  the  distant  plant  is 
greater  than  the  difference  between  the 
Class  I  and  Class  III  prices.  In  this  cir¬ 
cumstance,  producers  under  the  order, 
in  effect,  would  be  providing  the  han¬ 
dler  with  a  credit  that  reduces  his  cost 
for  the  distant  milk  below  its  value  for 
manufacturing  use  at  the  point  of  pur¬ 
chase.  From  the  standpoint  of  market¬ 
ing  efficiency,  the  handler  should  not  be 
provided  an  incentive,  which  would  be 
at  the  expense  of  local  producers,  to  im¬ 
port  such  distant  milk  into  the  local 
market.  It  is  unreasonable  to  expect  that 
such  a  handler  credit  should  apply  on 
the  other  source  milk. 

A  similar  situation  now  exists  with 
respect  to  the  obligation  of  the  operator 
of  a  partially  regulated  distributing 
plant  or  an  other  order  plant.  In  certain 
cases,  the  handler’s  obligation  includes 
a  payment  to  the  producer-settlement 
fund  at  the  difference  between  the  Class 
I  price  applicable  at  his  plant  and  either 
the  weighted  average  price  or  the  Class 
III  price.  For  the  same  reasons,  each 
order  should  provide,  in  computing  the 
obligation,  of  such  a  handler  also,  that 
the  Class  I  price,  as  adjusted  for  loca¬ 
tion,  shall  not  be  less  than  the  Class  III 
price. 

(h)  Reports.  The  proposed  changes  in 
the  classification  of  milk  are  not  ex¬ 
pected  to  require  any  major  change  in 
the  amount  of  information  to  be  sub¬ 
mitted  by  handlers  in  their  monthly 
reports  of  receipts  and  utilization.  The 
reporting  provisions  of  each  order  must 
be  changed,  however,  to  reflect  the  new 
categories  of  information  that  each  mar¬ 
ket  administrator  will  need  in  adminis¬ 
tering  an  order.  These  changes  stem 
largely  from  the  proposed  reclassifica¬ 
tion  of  cream  and  the  revised  account¬ 
ing  methods  necessary  for  implementing 
a  three-class  classification  scheme. 

5.  Changing  the  butterfat  differentials. 
A  single  butterfat  differential  should 
apply  under  each  of  the  seven  orders  to 
adjust  all  class  prices  and  the  uniform 
price  to  actual  butterfat  test.  This  dif¬ 
ferential  should  be  the  Chicago  butter 
price  multiplied  by  0.115,  rounded  to  the 
nearest  one-tenth  cent. 

Presently,  the  Class  I  butterfat  differ¬ 
ential  under  these  orders  is  the  Chicago 
butter  price  for  the  preceding  month 
multiplied  by  0.120.  The  Class  II  butter¬ 
fat  differential  is  the  Chicago  butter 
price  for  the  current  month  times  the 
factor  listed  for  the  respective  market: 
Chicago  Regional  and  Louisville-Lexing- 


ton-Evansville,  0.120;  Central  Illinois, 
Southern  Illinois,  and  St.  Louis-Ozarks, 
0.115;  Indiana,  0.113;  and  Paducah, 
0.115  during  the  months  of  August- 
March  and  0.110  during  the  months  of 
April-July. 

The  “butter  price”  used  to  compute 
the  butterfat  differentials  for  Class  I 
and  Class  II  milk  is  the  simple  average, 
as  computed  by  the  market  administra¬ 
tor,  of  the  daily  wholesale  selling  prices 
(using  the  midpoint  of  any  price  range 
as  one  price)  per  pound  of  Grade  A  (92- 
score)  bulk  creamery  butter  at  Chicago 
as  reported  during  the  month  by  the 
U.S.  Department  of  Agriculture.  This 
butter  price  would  continue  to  be  used 
under  the  revised  orders. 

The  butterfat  differential  applicable 
to  the  uniform  price  to  producers  under 
each  of  the  seven  orders  except  Paducah 
is  derived  from  the  weighted  average  of 
the  values  of  Class  I  and  Class  II  butter¬ 
fat.  It  is  computed  each  month  by  multi¬ 
plying  the  total  pounds  of  butterfat  in 
the  producer  milk  allocated  to  each  class 
by  the  respective  butterfat  differential 
for  each  class,  dividing  the  sum  of  such 
values  by  the  total  pounds  of  butterfat 
in  producer  milk,  and  rounding  the  result 
to  the  nearest  one-tenth  cent.  The  but¬ 
terfat  differential  to  producers  under  the 
Paducah  order  is  determined  from  a 
fixed  schedule  of  rates  in  the  order  which 
are  related  to  the  Chicago  butter  price, 
i.e.,  for  each  5-cent  change  in  the  butter 
price,  the  butterfat  differential  changes 
one-half  cent  per  point  of  butterfat. 

The  principal  cooperative  associations 
proposed  that  all  class  and  uniform 
prices  be  subject  to  adjustment  by  a 
single  butterfat  differential  based  upon 
the  Chicago  butter  price  times  a  factor 
of  0.115.  Handler  opposition  to  the  pro¬ 
posal  was  limited  largely  to  the  proposed 
decrease  in  the  Class  I  butterfat  differ¬ 
ential  that  would  result. 

Lowering  the  Class  I  butterfat  differ¬ 
ential  factor  from  0.120  to  0.115  will 
accommodate  producers’  request  for  a 
readjustment  of  the  values  of  skim  milk 
and  butterfat  in  Class  I  milk  at  a  time 
of  declining  use  of  butterfat  in  fluid 
milk  products.  In  1960,  the  average  but¬ 
terfat  test  of  fluid  milk  products  (in¬ 
cluding  cream  items  )  in  63  Federal  order 
markets  was  3.76  percent.  In  1969,  the 
average  butterfat  test  for  such  products 
in  60  markets  was  3.32  percent.  Compa¬ 
rable  data  for  the  seven  subject  markets 
as  they  are  presently  constituted  are  not 
available.  On  the  basis  of  information 
compiled  for  such  of  the  area  now  reg¬ 
ulated  by  the  seven  orders,  however, 
there  is  every  indication  that  the  use  of 
butterfat  in  Class  I  in  each  of  the  seven 
markets  is  following  the  national  trend.' 

It  is  estimated  that  under  the  adopted 
classification  plan  the  average  butterfat 
test  of  Class  I  products  in  the  seven 
markets  would  have  ranged  from  2.7  per¬ 
cent  to  3.2  percent  in  1969.  On  this  basis, 


5  Official  notice  is  taken  of  the  annual  sum¬ 
maries  for  1960  and  1969  of  Federal  Milk 
Order  Market  Statistics  which  were  issued 
by  the  Dairy  Division,  Consumer  and  Mar¬ 
keting  Service,  U.S.  Department  of  Agricul¬ 
ture,  Washington,  D.C. 
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the  effect  of  changing  the  Class  I  butter- 
fat  differential  factor  from  0.120  to  0.115 
would  be  to  increase  the  average  Class  I 
price  at  test  by  less  than  3  cents  per 
hundredweight.  The  effect  upon  the 
average  handler’s  cost  for  skim  milk 
would  be  an  increase  of  10.5  cents  per 
hundredweight. 

Using  a  single  factor  of  0.115  for  com¬ 
puting  the  Class  II  and  Class  III  butter- 
fat  differentials  will  result  in  a  uniform 
adjustment  of  class  prices  of  butterfat 
content  among  the  markets  under  con¬ 
sideration.  Continuation  of  the  several 
butterfat  differential  factors  now  in  use 
would  offset  to  some  extent  the  benefits 
to  be  gained  through  the  adoption  of  a 
uniform  classification  plan  and  identical 
Class  II  and  Class  m  prices  for  the  seven 
orders.  For  example,  if  skim  milk  used  to 
produce  cottage  cheese  is  to  be  priced 
uniformly  among  these  markets,  the 
same  butterfat  differential  must  apply 
under  each  order  to  such  skim  milk. 

The  Class  I,  Class  II,  and  Class  III 
butterfat  differentials  for  the  current 
month  should  be  based  upon  butter 
prices  for  the  current  month.  This  re¬ 
quires  that  the  butterfat  differentials  be 
announced  after  the  end  of  the  month. 
This  represents  a  change  only  for  the 
Class  I  differential  which  presently  is 
based  on  butter  prices  prevailing  during 
the  preceding  month  and  announced  by 
the  fifth  or  sixth  day  of  the  current 
month. 

With  the  use  of  the  same  butterfat 
differential  factor  for  each  class,  as 
adopted  herein,  there  appears  to  be  no 
need  for  announcing  more  than  one  but¬ 
terfat  differential,  or  for  doing  so  before 
the  end  of  the  month  in  which  it  applies. 
The  average  butter  price  changes  very 
little  from  month  to  month,  and  changes 
that  do  occur  result  in  relatively  limited 
changes  in  the  butterfat  differential.  In 
1969,  the  monthly  butterfat  differential 
would  have  changed  from  that  applicable 
in  the  preceding  month  five  times — twice 
downward  and  three  times  upward.  Such 
changes  would  have  averaged  0.2  cent, 
with  a  maximum  change  of  0.3  cent. 
Each  change  in  the  price  of  butter  is 
readily  seen  by  following  the  daily  quo¬ 
tations  for  butter.  In  the  absence  of  reg¬ 
ulation,  such  information  would  be  the 
best  available  for  determining  trends  in 
butter  prices  and  should  be  adequate  for 
this  purpose  under  regulation. 

As  previously  indicated,  the  butterfat 
differential  to  producers  in  six  of  the 
seven  markets  reflects  the  weighted  value 
of  butterfat  in  the  class  uses.  Since  the 
same  butterfat  differential  will  now  be 
used  for  all  classes,  the  butterfat  dif¬ 
ferential  for  adjusting  the  uniform  price 
should  be  the  same  differential  used  for 
adjusting  class  prices. 

It  is  recognized  that  the  basic  formula 
price  of  these  seven  orders  is  determined 
by  adjusting  the  average  Minnesota- 
Wisconsin  price  at  test  to  a  3.5  percent 
butterfat  basis  by  using  a  factor  of  0.120 
times  the  average  Chicago  butter  price. 
The  appropriateness  of  such  factor  for 
this  purpose  was  not  considered  at  the 
hearing  and  no  consideration  is  given  in 
this  decision  to  changing  this  factor  for 
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such  purpose.  Moreover,  since  this  meth¬ 
od  of.  determining  the  basic  formula  price 
is  now  used  under  all  Federal  milk  orders 
throughout  the  country,  it  would  appear 
that  any  change  in  this  butterfat  dif¬ 
ferential  factor  should  be  considered 
simultaneously  in  all  orders. 

6.  Advance  announcement  of  prices 
for  surplus  milk.  The  proposals  by 
handlers  to  announce  order  prices  for 
surplus  milk  at  the  beginning  of  the 
month  rather  than  at  the  end  of  the 
month  in  which  the  prices  apply,  or  to 
use  bracketed  pricing,  should  not  be 
adopted. 

Under  the  present  two-class  orders,  the 
Class  II  price  is  announced  by  either  the 
fifth  or  the  sixth  day  of  each  month.  This 
price  applies  to  producer  milk  delivered 
to  handlers  during  the  preceding  month. 
The  present  Class  II  prices  are  based  on 
prices  paid  to  farmers  in  Minnesota  and 
Wisconsin  for  manufacturing  grade  milk. 
The  average  Minnesota-Wisconsin  price 
for  a  particular  month  is  announced  by 
the  Department  shortly  after  the  end  of 
such  month.  The  current  procedure  for 
announcing  the  Class  II  price  after  the 
end  of  the  month  thus  permits  such  price 
to  reflect  the  corresponding  manufactur¬ 
ing  milk  pay  prices  for  the  same  month. 

The  national  associations  of  fluid 
milk  and  ice  cream  processors  proposed 
that  the  class  prices  to  be  applicable  in  a 
particular  month  to  surplus  milk  be  an¬ 
nounced  at  least  by  the  fifth  day  of  such 
month,  and  preferably  before  the  begin¬ 
ning  of  the  month.  Such  prices  neces¬ 
sarily  would  reflect  the  prices  paid  for 
manufacturing  grade  milk  in  the  preced¬ 
ing  month. 

Another  group  of  handlers  proposed 
that  the  Class  II  price  for  the  current 
month  be  based  on  the  Class  m  price 
for  the  preceding  month.  The  group  in¬ 
dicated,  though,  that  if  the  Class  II  price 
is  based  instead  on  the  current  basic 
formula  price  the  Class  II  price  should 
increase  or  decrease  only  in  12 -cent 
increments. 

Handlers  maintained  that  under  the 
present  announcement  procedure  they 
are  often  disadvantaged  by  not  knowing 
the  cost  of  producer  milk  for  manu¬ 
facturing  use  until  after  the  end  of  the 
month  in  which  the  milk  is  processed. 
They  claimed  that  when  there  is  a  sig¬ 
nificant  increase  in  the  order  price  the 
delayed  notice  of  the  increase  prevents 
them  from  making  corresponding  ad¬ 
justments  in  their  resale  prices  on  a 
timely  basis. 

The  proposal  as  it  concerned  the  an¬ 
nouncement  of  the  price  for  the  proposed 
Class  III  classification  was  opposed  by 
the  principal  cooperatives.  They  claimed 
that  for  handlers  manufacturing  the 
principal  surplus  products  the  Class  III 
price  should  correspond  as  closely  as  pos¬ 
sible  with  the  prices  being  paid  for  manu¬ 
facturing  grade  milk  in  the  same  month. 

For  the  regulated  handler  processing 
producer  milk  into  butter,  nonfat  dry 
milk  and  Cheddar  cheese,  advance  an¬ 
nouncement  of  the  applicable  class  price 
could  place  him  at  a  competitive  disad¬ 
vantage  on  his  sales  of  these  manu¬ 
factured  products.  The  pay  prices  for 


manufacturing  grade  milk  in  Minnesota 
and  Wisconsin  are  closely  related  to  the 
market  values  of  Cheddar  cheese,  non¬ 
fat  dry  milk  and  butter,  the  principal 
uses  for  such  milk.  These  product  prices 
are  established  on  a  regular  basis  in  a 
market  that  is  national  in  scope.  The 
manufacturers  of  ungraded  milk  are 
fully  aware  of  the  movements  of  these 
products  prices  and  adjust  their  pay 
prices  for  milk  in  response  to  changes 
in  the  prices  for  the  finished  products. 
Regulated  handlers  who  are  processing 
these  particular  products  must  compete 
in  the  same  national  market  in  which 
the  processors  of  manufacturing  grade 
milk  are  competing. 

Substantial  quantities  of  milk  are  dis¬ 
posed  of  by  regulated  handlers  in  the 
seven  markets  in  the  form  of  butter,  non¬ 
fat  dry  milk  and  cheese.  In  1969,  over  2 
billion  pounds  of  milk,  or  57  percent  of 
the  total  Class  II  use,  were  so  disposed 
of  by  handlers  in  the  Chicago  Regional 
market.  Southern  Illinois  handlers  used 
56  percent,  or  nearly  236  million  pounds, 
of  that  market’s  total  Class  II  milk  that 
year  in  manufacturing  these  products. 
Although  lesser  quantities  of  milk  were 
used  in  such  products  in  the  other  five 
markets,  such  uses  still  represented  25 
percent  or  more  of  the  total  Class  II  use 
for  each  market.  Thus,  handlers  in  the 
seven  markets  have  a  very  definite  in¬ 
terest  in  the  relationship  of  the  applica¬ 
ble  class  price  with  prices  being  paid 
currently  for  manufacturing  grade  milk. 

Accordingly,  the  prices  paid  by  regu¬ 
lated  handlers  for  Class  III  milk  should 
correspond  very  closely  with  the  pay 
prices  for  manufacturing  grade  milk  if 
these  handlers  are  to  be  competitive  in 
the  sale  of  the  principal  surplus  prod¬ 
ucts.  Basing  the  Class  III  price  for  a 
particular  month  on  the  prices  paid  for 
manufacturing  grade  milk  in  the  preced¬ 
ing  month  would  not  result  in  the  price 
coordination  necessary  for  those  regu¬ 
lated  handlers  heavily  engaged  in  the 
production  of  Cheddar  cheese,  nonfat  dry 
milk  or  butter. 

The  same  considerations  are  involved 
in  the  case  of  an  advance  announcement 
of  prices  for  milk  used  in  the  proposed 
Class  II  products,  or  in  the  case  of 
bracketed  pricing  for  such  milk.  The  in¬ 
fluence  of  the  manufacturing  milk  price 
level  on  the  competitive  relationship  of 
producer  milk  for  Class  II  uses  is  similar 
to  that  for  producer  milk  used  in  the  pro¬ 
posed  Class  III  products.  Therefore,  the 
prices  for  Class  II  milk  should  be  an¬ 
nounced  on  the  same  basis  as  the  prices 
for  Class  III  milk. 

Rulings  on  Proposed  Findings  and 
Conclusions 

Briefs  and  proposed  findings  and  con¬ 
clusions  were  filed  on  behalf  of  certain 
interested  parties.  These  briefs,  proposed 
findings  and  conclusions  and  the  evi¬ 
dence  in  the  record  were  considered  in 
making  the  findings  and  conclusions  set 
forth  above.  To  the  extent  that  the  sug¬ 
gested  findings  and  conclusions  filed  by 
interested  parties  are  inconsistent  with 
the  findings  and  conclusions  set  forth 
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herein,  the  requests  to  make  such  find¬ 
ings  or  reach  such  conclusions  are  denied 
for  the  reasons  previously  stated  in  this 
decision. 

A  handler  presented  a  motion  at  the 
hearing  that  proposals  for  establishing  a 
new  intermediate  price  class  (Class  II) 
be  rejected  and  denied.  The  motion  was 
presented  for  inclusion  in  the  hearing 
record;  a  ruling  by  the  presiding  officer 
was  not  requested. 

The  motion,  as  restated  in  the  han¬ 
dler’s  brief  is  as  follows;  “That  the  pro¬ 
posals  for  such  intermediate  classifica¬ 
tion  should  be  rejected  and  denied,  for 
the  reasons  that  said  proposals  and  the 
related  Order  provisions  proposed  would 
result  in  discriminatory  regulation,  ca¬ 
pricious  regulation,  arbitrary  regulation, 
special  legislation  and  class  legislation; 
would  constitute  the  practice  of  classifi¬ 
cation  among  parties  and  the  selection  of 
regulated  parties  on  an  unnatural  and 
unreasonable  basis;  and  would,  there¬ 
fore,  be  unlawful  if  adopted.” 

The  statutory  authority  for  Federal 
milk  orders  specifies  that  an  order  shall 
classify  milk  purchased  by  regulated  han¬ 
dlers  from  producers  or  associations  of 
producers  in  accordance  with  the  form 
in  which  or  the  purpose  for  which  the 
milk  is  used.  Such  authority  does  not 
limit  the  number  of  use  classes  that  may 
be  established.  The  evidence  of  this  rec¬ 
ord  supports  the  adoption  of  three  classes 
of  utilization  for  producer  milk  under 
the  seven  subject  orders. 

As  previously  found,  producers  would 
represent  in  most  circumstances  the  most 
economical  source  of  milk  for  use  in  the 
intermediate-priced  (Class  n)  milk  uses. 
Nevertheless,  handlers  would  not  be  pre¬ 
cluded  under  the  terms  of  each  order 
from  obtaining  from  alternative  sources 
nonfluid  other  source  milk  for  Class  II 
use.  As  adopted  herein,  such  alternative 
supplies  could  be  allocated  directly  to 
such  uses  and  no  pool  obligation  would 
apply  to  such  other  source  milk. 

Under  these  circumstances,  there  is  no 
basis  for  rejecting  and  denying  the  pro¬ 
posal  by  producers  for  three  classes  of 
utilization.  The  motion  to  do  so  is  denied. 

General  Findings 

The  findings  and  determinations  here¬ 
inafter  set  forth  are  supplementary  and 
in  addition  to  the  findings  and  determi¬ 
nations  previously  made  in  connection 
with  the  issuance  of  each  of  the  afore¬ 
said  orders  and  of  the  previously  issued 
amendments  thereto;  and  all  of  said  pre¬ 
vious  findings  and  determinations  are 
hereby  ratified  and  affirmed,  except  inso¬ 
far  as  such  findings  and  determinations 
may  be  in  conflict  with  the  findings  and 
determinations  set  forth  herein. 

The  following  findings  are  hereby 
made  with  respect  to  each  of  the  afore¬ 
said  tentative  marketing  agreements  and 
orders: 

(a)  The  tentative  marketing  agree¬ 
ment  and  the  order,  as  hereby  proposed 
to  be  amended,  and  all  of  the  terms  and 
conditions  thereof,  will  tend  to  effectuate 
the  declared  policy  of  the  Act; 

(b)  The  parity  prices  of  milk  as  deter¬ 
mined  pursuant  to  section  2  of  the  Act 


are  not  reasonable  in  view  of  the  price 
of  feeds,  available  supplies  of  feeds,  and 
other  economic  conditions  which  affect 
market  supply  and  demand  for  milk  in 
the  marketing  area,  and  the  minimum 
prices  specified  in  the  proposed  market¬ 
ing  agreement  and  the  order,  as  hereby 
proposed  to  be  amended,  are  such  prices 
as  will  reflect  the  aforesaid  factors,  in¬ 
sure  a  sufficient  quantity  of  pure  and 
wholesome  milk,  and  be  in  the  public 
interest;  and 

(c)  The  tentative  marketing  agree¬ 
ment  and  the  order,  as  hereby  proposed 
to  be  amended,  will  regulate  the  handling 
of  milk  in  the  same  manner  as,  and  will 
be  applicable  only  to  persons  in  the  re¬ 
spective  classes  of  industrial  and  com¬ 
mercial  activity  specified  in,  a  marketing 
agreement  upon  which  a  hearing  has 
been  held. 

Recommended  Marketing  Agreement  and 
Order  Amending  the  Order 

The  recommended  marketing  agree¬ 
ments  are  not  included  in  this  decision 
because  the  regulatory  provisions  thereof 
would  be  the  same  as  those  contained  in 
the  orders,  as  hereby  proposed  to  be 
amended.  The  following  order  amending 
the  orders,  as  amended,  regulating  the 
handling  of  milk  in  the  aforesaid  mar¬ 
keting  areas  is  recommended  as  the  de¬ 
tailed  and  appropriate  means  by  which 
the  foregoing  conclusions  may  be  carried 
out: 

PART  1030— MILK  IN  THE  CHICAGO 
REGIONAL  MARKETING  AREA 

1.  Section  1030.7  is  revised  as  follows: 

§  1030.7  Fluid  milk  product. 

(a)  Except  as  provided  in  paragraph 
(b)  of  this  section,  “fluid  milk  product” 
means: 

(1)  Any  of  the  following  products  in 
fluid  or  frozen  form,  including  such 
products  that  are  flavored,  cultured, 
modified  with  added  nonfat  milk  solids, 
concentrated  (if  in  a  consumer-type 
package)  or  reconstituted:  Milk,  skim 
milk,  lowfat  milk,  milk  drinks,  eggnog, 
buttermilk,  filled  milk,  and  milkshake 
and  icemilk  mixes  containing  less  than 
20  percent  total  solids ;  and 

(2)  Any  milk  product  in  fluid  or 
frozen  form  that  is  not  specified  in  sub- 
paragraph  (1)  of  this  paragraph  or  in 
§  1030.42  or  §  1030.43(a)  (1)  through 
(8),  if  it  contains  by  weight  at  least  80 
percent  water  and  6.5  percent  nonfat 
milk  solids  and  less  than  9  percent  but- 
terfat  and  20  percent  total  solids. 

(b)  The  term  “fluid  milk  product” 
shall  not  include: 

(1)  Evaporated  or  condensed  milk  or 
skim  milk  in  plain  or  sweetened  form, 
formulas  especially  prepared  for  infant 
feeding  or  dietary  use  that  are  packaged 
in  hermetically  sealed  glass  or  all-metal 
containers,  and  any  product  that  con¬ 
tains  by  weight  less  than  6.5  percent  non¬ 
fat  milk  solids;  and 

(2)  The  quantity  of  skim  milk  in  any 
modified  product  specified  in  paragraph 
(a)  of  this  section  that  is  in  excess  of 
the  quantity  of  skim  milk  in  an  equal 


volume  of  an  unmodified  product  of  the 
same  nature  and  butterfat  content. 

2.  Section  1030.8  is  revised  as  follows: 

§  1030.8  Route  disposition. 

“Route  disposition  or  disposed  of  on 
routes”  means  a  delivery  (including  dis¬ 
position  from  a  retail  plant  store)  of  any 
fluid  milk  product  classified  as  Class  I 
pursuant  to  §  1030.41(a)  to  a  retail  or 
wholesale  outlet  other  than  a  milk  plant. 
Disposition  of  a  plant  through  a  vendor 
or  through  a  distribution  point  shall  be 
considered  a  route  delivery  at  the  loca¬ 
tion  of  the  wholesale  or  retail  outlet  to 
which  delivery  is  made. 

3.  In  §  1030.11,  paragraphs  (a)  (1)  and 
(b)  (1)  (iii)  are  revised  as  follows: 

§  1030.11  Pool  plant. 

***** 

(a)  *  *  * 

( 1 )  The  total  Grade  A  fluid  milk  prod¬ 
ucts,  except  filled  milk,  received  during 
the  month  at  such  plant,  including  pro¬ 
ducer  milk  diverted  under  §  1030.16,  and 
milk  received  from  a  handler  pursuant 
to  §  1030.13(h) ,  but  excluding  receipts  of 
fluid  milk  products  in  exempt  milk,  pack¬ 
aged  fluid  milk  products  and  bulk  fluid 
milk  products  by  agreement  for  Class  II 
or  Class  III  uses  from  other  pool  dis¬ 
tributing  plants,  and  receipts  from  un¬ 
regulated  supply  plants  and  other  order 
plants  which  are  assigned  pursuant  to 
§  1030.47(a)  (7)  (i)  (a)  and  (ii)  and  the 
corresponding  step  of  §  1030.47(b). 

***** 

(b)  *  *  * 

(1)  *  *  * 

(iii)  Partially  regulated  distributing 
plants  and  assigned  to  Class  I  milk  dis¬ 
posed  of  in  the  marketing  area  from  such 
plants  pursuant  to  §  1030.45(d) ; 
***** 

4.  In  §  1030.13(h),  subparagraph  (2) 
is  revised  as  follows: 

§  1030.13  Handler. 

***** 

(h)  *  *  * 

(2)  All  of  the  producer  milk  on  which 
he  is  the  handler  pursuant  to  this  para¬ 
graph  shall  be  considered  a  transfer  from 
such  handler’s  pool  distributing  plant  to 
another  pool  distributing  plant  for  the 
purposes  of  classification  pursuant  to 
§§  1030.40  through  1030.48; 

***** 

5.  In  8  1030.16(a),  subparagraph  (2) 
is  revised  as  follows: 

§  1030.16  Producer  milk. 

***** 

(a)  *  •  * 

(2)  That  milk  received  by  diversion 
from  other  order  plants  which  is  as¬ 
signed  pursuant  to  §  1030.47(a)  (7)  (ii) 
and  the  corresponding  step  of  S  1030.47 
(b). 

•  «  •  •  • 

6.  Section  1030.17  is  revised  as  follows: 
§  1030.17  Other  source  milk. 

“Other  source  milk”  means  all  skim 
milk  and  butterfat  contained  in  or 
represented  by: 
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(a)  Fluid  milk  products  and  bulk  fluid 
cream  products  from  any  source  other 
than  producers,  cooperative  associations 
acting  as  a  handler  pursuant  to  §  1030.13 
(e),  pool  plants,  and  inventory  at  the 
beginning  of  the  month; 

(b)  Products  (other  than  fluid  milk 
products,  bulk  fluid  cream  products,  and 
cottage  cheese)  from  any  source  (includ¬ 
ing  those  products  produced  at  the 
plant)  which  are  reprocessed,  converted 
into,  or  combined  with  another  product 
in  the  plant  during  the  month;  and 

(c)  Any  disappearance  of  any  product 
(other  than  a  fluid  milk  product  or  a 
bulk  fluid  cream  product)  that  is  in  a 
form  in  which  it  may  be  converted  into 
a  Class  I  product  and  which  is  not 
otherwise  accounted  for  under  the  order. 

7.  A  new  §  1030.19a  is  added  as 
follows: 

§  1030.19a  Fluid  cream  product. 

“Fluid  cream  product”  means  cream 
or  a  mixture  of  cream  and  milk  or  skim 
milk  containing  9  percent  or  more 
butter  fat. 

8.  In  §  1030.22,  paragraphs  (j),  (k), 

(I) ,  and  (m)  are  revised  as  follows: 

§  1030.22  Duties. 

*  *  *  *  * 

(j)  Publicly  announce  on  or  before: 

(1)  The  fifth  day  of  each  month,  the 
Class  I  price  for  the  current  month 
pursuant  to  §  1030.51(a) ; 

(2)  The  fifth  day  of  each  month,  the 
Class  II  and  Class  III  prices  pursuant  to 
§  1030.51  (b)  and  (c)  and  the  butterfat 
differential  pursuant  to  §  1030.52,  all  for 
the  preceding  month;  and 

(3)  The  14th  day  after  the  end  of  each 
month,  the  uniform  price  pursuant  to 
§  1030.71; 

(k)  Whenever  required  for  the  pur¬ 
pose  of  allocating  receipts  from  other 
order  plants  pursuant  to  §  1030.47(a) 

(II)  and  the  corresponding  step  of 
§  1030.47(b),  estimate  and  publicly  an¬ 
nounce  the  utilization  (to  the  nearest 
whole  percentage)  in  each  class  during 
the  month  of  skim  milk  and  butterfat, 
respectively,  in  producer  milk  of  all  han¬ 
dlers.  Such  estimate  shall  be  based  upon 
the  most  current  available  data  and 
shall  be  final  for  such  purpose; 

(l)  Report  to  the  market  administra¬ 
tor  of  the  other  order,  as  soon  as  possible 
after  the  report  of  receipts  and  utiliza¬ 
tion  for  the  month  is  received  from  a 
handler  who  has  received  fluid  milk 
products  or  bulk  fluid  cream  products 
from  an  other  order  plant,  the  class  to 
which  such  receipts  are  allocated  pur¬ 
suant  to  §  1030.47  pursuant  to  such  re¬ 
port,  and,  thereafter,  any  change  in  such 
allocation  required  to  correct  errors  dis¬ 
closed  in  verification  of  such  report; 

(m)  Furnish  to  each  handler  opera¬ 
ting  a  pool  plant  who  has  shipped  fluid 
milk  products  or  bulk  fluid  cream  prod¬ 
ucts  to  an  other  order  plant  the  class  to 
which  such  shipments  were  allocated  by 
the  market  administrator  of  the  other 
order  on  the  basis  of  the  report  of  the  re¬ 
ceiving  handler,  and,  as  necessary,  any 


change  in  such  allocation  arising  from 
the  verification  of  such  report;  and 
***** 

9.  In  §  1030.30(a),  subparagraphs  (3) 
and  (5)  are  revised  as  follows: 

§  1030.30  Reports  of  receipts  and  utili- 
zation. 

***** 

(a)  *  *  * 

(3)  Fluid  milk  products  and  bulk  fluid 
cream  products  received  from  other  pool 
plants  (or  pool  plants  of  other  handlers, 
if  applicable) ; 

•  *  *  *  * 

(5)  Inventories  at  the  beginning  and 
the  end  of  the  month  of  the  following 
products,  showing  separately  such  in¬ 
ventories  in  bulk  form  and  in  packaged 
form: 

(i)  Fluid  milk  products;  and 

(ii)  Fluid  cream  products  except  those 
received  in  packaged  form  from  another 
plant; 

***** 

10.  Sections  1030.40  through  1030.46 
are  revoked  and  new  §§  1030.40  through 
1030.48  are  substituted  therefor  as 
follows: 

§  1030.40  Classification  of  all  skim  milk 
and  butterfat. 

All  skim  milk  and  butterfat  to  be  re¬ 
ported  by  a  handler  pursuant  to  § "  1030.- 
30  and  1030.31  shall  be  classified  each 
month  in  accordance  with  §§  1030.41 
through  1030.48.  If  any  of  the  water  con¬ 
tained  in  the  milk  from  which  a  product 
is  made  is  removed  before  the  product  is 
utilized  or  disposed  of  by  a  handler,  the 
pounds  of  skim  milk  in  such  product 
that  are  to  be  considered  under  this  part 
as  used  or  disposed  of  by  the  handler 
shall  be  an  amount  equivalent  to  the 
nonfat  milk  solids  contained  in  such 
product  plus  all  of  the  water  originally 
associated  with  such  solids. 

§  1030.41  Class  I  milk. 

Except  as  provided  in  §§  1030.43, 
1030.45,  and  1030.48,  Class  I  milk  shall  be 
all  skim  milk  and  butterfat: 

(a)  Disposed  of  in  the  form  of  a  fluid 
milk  product; 

(b)  In  inventory  at  the  end  of  the 
month  of  packaged  fluid  milk  products; 
and 

(c)  Not  specifically  accounted  for  as 
Class  II  or  Class  III  milk. 

§  1030.42  Class  II  milk. 

Except  as  provided  in  §§  1030.43, 
1030.45,  and  1030.48,  Class  II  milk  shall 
be  all  skim  milk  and  butterfat: 

(a)  Disposed  of  in  the  form  of  a  fluid 
cream  product; 

(b)  Used  to  produce: 

(1)  Yogurt,  cottage  cheese,  creamed 
or  partially  creamed  cottage  cheese,  sour 
cream,  and  any  sour  mixture  of  cream 
and  milk  or  skim  milk  containing  9  per¬ 
cent  or  more  butterfat;  and 

(2)  Any  product  containing  6  percent 
or  more  nonmilk  fat  (or  oil)  that  resem¬ 
bles  any  product  specified  in  paragraphs 
(a)  and  (b)(1)  of  this  section;  and 

(c)  In  inventory  at  the  end  of  the 
month  of  packaged  fluid  cream  products. 


§  1030.43  Class  III  milk. 

Except  as  provided  in  §§  1030.45  and 
1030.48,  Class  III  milk  shall  be  all  skim 
milk  and  butterfat: 

(a)  Used  to  produce: 

(1)  Cheese  (other  than  cottage  cheese 
and  creamed  or  partially  creamed  cot¬ 
tage  cheese) ; 

(2)  Butter,  plastic  cream,  frozen 
cream,  and  anhydrous  milkfat; 

(3)  Any  milk  product  in  dry  form; 

(4)  Milkshake  and  ice  milk  mixes  (or 
bases)  containing  20  percent  or  more 
total  solids,  frozen  desserts,  and  frozen 
dessert  mixes; 

(5)  Custards,  puddings,  and  pancake 
mixes; 

(6)  Formulas  especially  prepared  for 
infant  feeding  or  dietary  use  that  are 
packaged  in  hermetically  sealed  glass  or 
all-metal  containers; 

(7)  Evaporated  or  condensed  milk  or 
skim  milk  in  plain  or  sweetened  form 
that  is  in  a  consumer-type  package,  and 
any  concentrated  milk  product  in  bulk, 
fluid  form; 

(8)  Any  product  containing  6  percent 
or  more  nonmilk  fat  (or  oil)  except  those 
products  specified  in  §  1030.42(b)  (2)  ; 
and 

(9'  Any  product  that  is  not  a  fluid 
milk  product  and  that  is  not  specified  in 
subparagraphs  (1)  through  (8)  of  this 
paragraph  or  in  §  1030.42; 

(b)  In  bulk  fluid  milk  products  and 
bulk  fluid  cream  products  disposed  of  to 
any  commercial  food  processing  estab¬ 
lishment  (other  than  a  milk  or  filled 
milk  plant)  at  which  food  products 
(other  than  milk  products  and  filled 
milk)  are  processed  and  at  which  there 
is  no  disposition  of  fluid  milk  products 
other  than  those  received  in  consumer- 
type  packages; 

(c)  In  inventory  at  the  end  of  the 
month  of  bulk  fluid  milk  products  and 
bulk  fluid  cream  products; 

(d)  In  fluid  milk  products  and  prod¬ 
ucts  specified  in  §  1030.42  that  are  dis¬ 
posed  of  by  a  handler  for  animal  feed; 

(e)  In  fluid  milk  products  and  prod¬ 
ucts  specified  in  §  1030.42  that  are 
dumped  by  a  handler  if  the  marketing 
administrator  is  notified  of  such  dump¬ 
ing  in  advance  and  is  given  the  oppor¬ 
tunity  to  verify  such  disposition; 

(f)  If  skim  milk  represented  by  the 
nonfat  milk  solids  added  to  a  fluid  milk 
product  that  is  in  excess  of  the  quantity 
of  such  skim  milk  included  within  the 
fluid  milk  product  definition  pursuant 
to  §  1030.7;  and 

(g)  In  shrinkage  that  is: 

(1)  Assigned  pursuant  to  §  1030.44(a) 
to  the  receipts  specified  in  §  1030.44(a) 
(2) ;  and 

(2)  Specified  in  §1030.44  (b)  and  (c). 
§  1030.44  Shrinkage. 

For  purposes  of  classifying  all  skim 
•  milk  and  butterfat  to  be  reported  by  a 
handler  pursuant  to  §§  1030.30  and 
1030.31,  the  market  administrator  shall 
determine  the  following: 

(a)  The  total  shrinkage  of  skim  milk 
and  butterfat,  respectively,  at  each  pool 
plant  (or  at  all  of  the  handler’s  pool 
plants  combined  If  a  single  report  is 
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filed  pursuant  to  §  1030.30),  which  shall 
be  assigned  pro  rata  to: 

(1)  The  net  quantity  of  skim  milk  and 
butterfat,  respectively,  in  the  receipts 
specified  in  paragraph  (b)  (1)  through 
(6)  of  this  section  on  which  shrinkage 
is  allowed  pursuant  to  such  paragraph; 
and 

(2)  The  quantity  of  skim  milk  and  but¬ 
terfat,  respectively,  in  receipts  of  other 
source  milk,  excluding  any  such  receipts 
used  in  the  computations  pursuant  to 
paragraph  (b)  (5)  and  (6)  of  this  sec¬ 
tion  or  in  the  form  of  packaged  fluid 
milk  products; 

(b)  The  quantity  of  skim  milk  and 
butterfat,  respectively,  that  was  assigned 
pursuant  to  paragraph  (a)  of  this  sec¬ 
tion  to  the  receipts  specified  in  sub- 
paragraph  (1)  of  such  paragraph  which 
is  not  in  excess  of: 

(1)  Two  percent  of  the  skim  milk  and 
butterfat,  respectively,  in  producer  milk 
described  in  §  1030.16  (a)  and  (a-1); 

(2)  Plus  1.5  percent  of  the  skim  milk 
and  butterfat,  respectively,  in  producer 
milk  described  in  §  1030.16(b),  except 
that  if  the  plant  operator  receiving  such 
milk  purchases  the  milk  on  the  basis  of 
farm  weights,  the  applicable  percentage 
shall  be  2  percent; 

(3)  Plus  0.5  percent  of  the  skim  milk 
and  butterfat,  respectively,  in  producer 
milk  diverted  from  such  plant  by  the 
plant  operator  to  a  nonpool  plant,  ex¬ 
cept  that  if  the  operator  of  the  nonpool 
plant  purchases  such  milk  on  the  basis 
of  farm  weights,  no  shrinkage  shall  be 
allowed: 

(4)  Plus  1.5  percent  of  the  skim  milk 
and  butterfat,  respectively,  in  bulk  fluid 
milk  products  received  by  transfer  from 
other  pool  plants  (or  pool  plants  of  other 
handlers,  if  applicable) ; 

(5)  Plus  1.5  percent  of  the  skim  milk 
and  butterfat  respectively,  in  bulk  fluid 
milk  products  received  from  other  order 
plants,  excluding  the  quantity  for  which 
Class  n  or  Class  in  classification  is  re¬ 
quested  by  the  operators  of  both  plants; 

(6)  Plus  1.5  percent  of  the  skim  milk 
and  butterfat,  respectively,  in  bulk  fluid 
milk  products  received  from  unregulated 
supply  plants,  excluding  the  quantity  for 
which  Class  n  or  Class  III  classification 
is  requested  by  the  handler;  and 

(7)  Less  1.5  percent  of  the  skim  milk 
and  butterfat,  respectively,  in  bulk  fluid 
milk  products  transferred  to  other  pool 
plants  (or  pool  plants  of  other  handlers, 
if  applicable)  and  to  nonpool  plants; 
and 

(c)  The  quantity  of  skim  milk  and 
butterfat,  respectively,  in  shrinkage  of 
milk  from  producers  for  which  a  cooper¬ 
ative  association  is  the  handler  pursuant 
to  §  1030.13  (d)  or  (e) ,  but  not  to  exceed 
0.5  percent  of  the  skim  milk  and  butter¬ 
fat,  respectively,  in  such  milk.  If  the 
operator  of  the  plant  to  which  the  milk 
is  delivered  purchases  such  milk  on  the 
basis  of  farm  weights,  no  shrinkage  shall 
be  allowed. 

§  1030.45  Classification  of  transfers  and 
diversions. 

<a)  Transfers  to  pool  plants.  Skim 
milk  or  butterfat  transferred  in  the  form 
of  a  fluid  milk  product  or  a  bulk  fluid 


cream  product  from  a  pool  plant  to  the 
pool  plant  of  another  handler  (or  to  any 
pool  plant  if  allocations  pursuant  to 
§  1030.47  are  on  an  individual  plant 
basis)  shall  be  classified  as  Class  I  milk 
unless  the  operators  of  both  plants  re¬ 
quest  the  same  classification  in  another 
class.  The  skim  milk  or  butterfat  classi¬ 
fied  in  each  class  shall  be  limited  to  the 
amount  of  skim  milk  and  butterfat,  re¬ 
spectively,  remaining  in  such  class  at 
the  transferee  plant  after  the  computa¬ 
tions  pursuant  to  §  1030.47(a)  (11)  and 
the  corresponding  step  of  §  1030.47(b). 

(b)  Transfers  and  diversions  to  other 
order  plants.  Skim  milk  or  butterfat 
transferred  or  diverted  in  the  form  of  a 
fluid  milk  product  or  a  bulk  fluid  cream 
product  from  a  pool  plant  to  an  other 
order  plant  shall  be  classified  in  the 
following  manner.  Such  classification 
shall  apply  only  to  the  skim  milk  or  but¬ 
terfat  that  is  in  excess  of  any  receipts 
at  the  pool  plant  from  the  other  order 
plant  of  skim  milk  and  butterfat,  re¬ 
spectively,  in  fluid  milk  products  and 
bulk  fluid  cream  products,  respectively, 
that  are  in  the  same  category  as  de¬ 
scribed  in  subparagraph  (1),  (2),  or  (3) 
of  this  paragraph: 

(1)  If  transferred  as  packaged  fluid 
milk  products,  classification  shall  be  in 
the  classes  to  which  allocated  as  a  fluid 
milk  product  under  the  other  order; 

(2)  If  transferred  in  bulk  form,  classi¬ 
fication  shall  be  in  the  classes  to  which 
allocated  under  the  other  order  (includ¬ 
ing  allocation  under  the  conditions  set 
forth  in  subparagraph  (3)  of  this  para¬ 
graph)  ; 

(3)  If  the  operators  of  both  plants  so 
request  in  their  reports  of  receipts  and 
utilization  filed  with  their  respective 
market  administrators,  transfers  or  di¬ 
versions  in  bulk  form  shall  be  classified 
as  Class  II  or  Class  III  milk  to  the  ex¬ 
tent  of  such  utilizations  available  for 
such  classification  pursuant  to  the  alloca¬ 
tion  provisions  of  the  other  order; 

(4)  If  information  concerning  the 
classes  to  which  such  transfers  or  di¬ 
versions  were  allocated  under  the  other 
order  is  not  available  to  the  market  ad¬ 
ministrator  for  the  purpose  of  estab¬ 
lishing  classification  under  this  para¬ 
graph,  classification  shall  be  as  Class  I, 
subject  to  adjustment  when  such  infor¬ 
mation  is  available; 

(5)  For  purposes  of  this  paragraph,  if 
the  other  order  provides  for  a  different 
number  of  classes  of  utilization  than  is 
provided  for  under  this  part,  skim  milk 
or  butterfat  allocated  to  a  class  consist¬ 
ing  primarily  of  fluid  milk  products  shall 
be  classified  as  Class  I  milk,  and  skim 
milk  or  butterfat  allocated  to  the  other 
classes  shall  be  classified  as  Class  III 
milk;  and 

(6)  If  the  form  in  which  any  fluid  milk 
product  that  is  transferred  to  an  other 
order  plant  is  not  defined  as  a  fluid  milk 
product  under  such  other  order,  classifi¬ 
cation  under  this  paragraph  shall  be  in 
accordance  with  the  provisions  of 
§§  1030.41  through  1030.43. 

(c)  Transfers  to  producer-handlers 
and  transfers  and  diversions  to  exempt 
distributing  plants.  Skim  milk  or  but¬ 


terfat  in  the  following  forms  that  is 
transferred  from  a  pool  plant  to  a  pro¬ 
ducer-handler  under  this  or  any  other 
Federal  order  or  transferred  or  diverted 
from  a  pool  plant  to  an  exempt  distrib¬ 
uting  plant  shall  be  classified : 

(1)  As  Class  I  milk,  if  so  moved  in  the 
form  of  a  fluid  milk  product;  and 

(2)  In  accordance  with  the  utiliza¬ 
tion  assigned  to  it,  if  transferred  in  the 
form  of  a  bulk  fluid  cream  product.  For 
this  purpose,  the  transferee’s  or  di- 
vertee’s  utilization  of  skim  milk  and  but¬ 
terfat  in  each  class,  in  series  beginning 
with  Class  III,  shall  be  assigned  to  the 
extent  possible  to  its  receipts  of  skim 
milk  and  butterfat,  respectively,  in  bulk 
fluid  cream  products,  pro  rata  to  each 
source. 

(d)  Transfers  and  diversions  to  other 
nonpool  plants.  Skim  milk  or  butterfat 
transferred  or  diverted  in  the  form  of  a 
fluid  milk  product  or  a  bulk  fluid  cream 
product  from  a  pool  plant  to  a  nonpool 
plant  that  is  not  an  other  order  plant,  a 
producer-handler  plant,  or  an  exempt 
distributing  plant  shall  be  classified  as 
Class  I  milk,  subject  to  the  following 
conditions: 

(1)  If  the  transferor  or  divertor  han¬ 
dler  so  requests  and  the  conditions  de¬ 
scribed  in  subdivisions  (i)  and  (ii)  of  this 
subparagraph  are  met,  transfers  or  di¬ 
versions  in  bulk  form  shall  be  classified 
on  the  basis  of  the  assignment  of  the 
nonpool  plant’s  utilization  to  its  re¬ 
ceipts  as  set  forth  in  subparagraphs  (2) 
through  (7)  of  this  paragraph: 

(1)  The  transferor  or  divertor  handler 
claims  such  classification  in  his  report 
of  receipts  and  utilization  filed  pursuant 
to  §  1030.30  for  the  month  within  which 
such  transaction  occurred;  and 

(ii)  The  nonpool  plant  operator  main¬ 
tains  books  and  records  showing  the 
utilization  of  all  skim  milk  and  butterfat 
received  at  such  plant  which  are  made 
available  for  verification  purposes  if  re¬ 
quested  by  the  market  administrator; 

(2)  Class  I  route  disposition  of  the 
nonpool  plant  in  the  marketing  area  of 
each  Federal  milk  order  and  transfers  of 
packaged  fluid  milk  products  from  such 
nonpool  plant  to  plants  fully  regulated 
under  such  order  shall  be  assigned  to  the 
extent  possible: 

(i)  First  to  receipts  of  packaged  fluid 
milk  products  at  such  nonpool  plant  from 
pool  plants;  and 

(ii)  Any  remaining  such  route  disposi¬ 
tion  and  transfers  from  the  nonpool 
plant  shall  be  assigned  pro  rata  to  any 
remaining  unassigned  receipts  of  pack¬ 
aged  fluid  milk  products  at  such  nonpool 
plant  from  other  order  plants; 

(3)  Class  I  disposition  from  the  non¬ 
pool  plant  of  packaged  fluid  milk  prod¬ 
ucts  other  than  that  described  in  sub- 
paragraph  (2)  of  this  paragraph  shall 
be  assigned  pro  rata  to  any  receipts  of 
packaged  fluid  milk  products  at  such 
nonpool  plant  from  pool  plants  and  other 
order  plants  that  remain  unassigned 
after  the  assignment  pursuant  to  sub- 
paragraph  (2)  of  this  paragraph; 

(4)  Class  I  disposition  of  packaged 
fluid  milk  products  described  in  sub- 
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paragraph  (2)  of  this  paragraph  that 
was  not  assigned  pursuant  to  such  sub- 
paragraph  and  transfers  of  bulk  fluid 
milk  products  from  the  nonpool  plant  to 
pool  plants  and  other  order  plants,  to  the 
extent  that  such  transfers  and  any  re¬ 
maining  transfers  of  packaged  fluid  milk 
products  to  each  such  pool  plant  and 
other  order  plant  exceed  receipts  of  fluid 
milk  products  from  such  plant  and  that 
such  excess  is  allocated  to  Class  I  at  the 
transferee  plant,  shall  be  assigned  to  the 
extent  possible: 

(i)  First  to  receipts  of  fluid  milk  prod¬ 
ucts  at  such  nonpool  plant  from  pool 
plants  that  remain  unassigned  after  the 
assignments  pursuant  to  subparagraphs 

(2)  and  (3)  of  this  paragraph;  and 

(ii)  Any  remaining  such  Class  I  dis¬ 
position  and  transfers  from  the  nonpool 
plant  shall  be  assigned  pro  rata  to  any 
remaining  unassigned  receipts  of  fluid 
milk  products  at  such  nonpool  plant 
from  other  order  plants ; 

(5)  Any  remaining  unassigned  Class 
I  utilization  at  the  nonpool  plant  shall 
be  assigned  to  the  extent  possible: 

(i)  First  to  such  nonpool  plant’s  re¬ 
ceipts  from  dairy  farmers  who  the  mar¬ 
ket  administrator  determines  constitute 
regular  sources  of  bottling  grade  milk 
for  such  nonpool  plant;  and 

(ii)  Any  remaining  unassigned  Class 
I  utilization  shall  be  assigned  to  the 
nonpool  plant’s  receipts  of  bottling  grade 
milk  from  plants  not  fully  regulated 
under  any  Federal  milk  order; 

(6)  Any  remaining  unassigned  re¬ 
ceipts  of  fluid  milk  products  and  bulk 
fluid  cream  products  at  the  nonpool  plant 
from  pool  plants  and  other  order  plants 
shall  be  assigned  pro  rata  to  such  re¬ 
maining  unassigned  receipts  from  each 
source  in  sequence  to  any  Class  III 
utilization,  then  any  Class  II  utilization 
and  then  any  remaining  Class  I  utiliza¬ 
tion  at  the  nonpool  plant;  and 

(7)  In  determining  the  nonpool 
plant’s  utilization  for  purposes  of  this 
paragraph,  any  fluid  milk  products  and 
bulk  fluid  cream  products  transferred 
from  such  nonpool  plant  to  a  plant  not 
fully  regulated  under  any  Federal  milk 
order  shall  be  classified  on  the  basis  of 
the  second  plant’s  utilization  using  the 
same  assignment  priorities  at  the  second 
plant  that  are  set  forth  in  this  paragraph. 

§  1030.46  Classification  of  producer 
milk. 

Each  month  the  market  administrator 
shall  determine  the  classification  of  pro¬ 
ducer  milk  in  the  following  manner: 

(a)  Correct  for  mathematical  and 
other  obvious  errors  all  reports  filed 
pursuant  to  §§  1030.30  and  1030.31  and 
compute  separately  for  each  pool  plant 
(or  for  all  of  a  handler’s  pool  plants 
combined  if  a  single  report  is  filed  pur¬ 
suant  to  §  1030.30)  and  for  each  coopera¬ 
tive  association  with  respect  to  milk  for 
which  it  is  the  handler  pursuant  to 
§  1030.13  (d)  or  (e)  the  pounds  of  skim 
milk  and  butterfat,  respectively,  in  each 
class  in  accordance  with  §§  1030.40 
through  1030.45  and  1030.48.  For  pur¬ 
poses  of  this  paragraph  and  §  1030.47, 


fluid  cream  products  that  are  received 
from  another  plant  in  packaged  form 
and  disposed  of,  or  held  in  inventory, 
in  the  same  container  in  which  received 
shall  not  be  included  in  a  handler’s 
receipts,  inventory,  or  disposition  unless 
such  products  become  other  source  milk 
pursuant  to  §  1030.17  (b)  or  (c) ; 

(b)  For  each  handler  described  in 
§  1030.13(a),  allocate  in  accordance  with 
§  1030.47  such  handler’s  receipts  of  skim 
milk  and  butterfat  to  his  utilization  of 
skim  milk  and  butterfat  in  each  class, 
subject  to  the  following  conditions: 

(1)  If  the  handler  is  a  cooperative 
association,  such  receipts  and  utilization 
shall  not  include  any  milk  for  which  it 
is  the  handler  pursuant  to  §  1030.13  (d) 
or  (e) ;  and 

(2)  If  the  handler  operates  two  or 
more  pool  plants,  such  receipts  and 
utilization  shall  be  for  all  of  his  pool 
plants  combined  unless  the  handler  re¬ 
quests  in  his  reports  filed  pursuant  to 
§  1030.30  that  the  classification  of  pro¬ 
ducer  milk  be  determined  separately  for 
each  of  his  pool  plants  and  he  has  no 
skim  milk  or  butterfat  that  would  be 
allocated  under  §  1030.47(a)  (10)  or  (11) 
or  the  corresponding  steps  of  §  1030.47 
(b) ;  and 

(c)  The  quantity  of  producer  milk  in 
each  class  shall  be  the  following: 

(1)  For  each  cooperative  association 
with  respect  to  milk  for  which  it  is  the 
handler  pursuant  to  §  1030.13  (d)  or  (e), 
the  combined  pounds  of  skim  milk  and 
butterfat  in  each  class  that  were  deter¬ 
mined  pursuant  to  paragraph  (a)  of  this 
section;  and 

(2)  For  each  handler  described  in 
1  1030.13(a),  the  combined  pounds  of 
skim  milk  and  butterfat  remaining  in 
each  class  after  the  computations  pur¬ 
suant  to  §  1030.47(a)  (13)  and  the  cor¬ 
responding  step  of  §  1030.47(b). 

§  1030.47  Allocation  of  receipts  to 
utilization. 

For  the  purpose  of  §  1030.46,  a  han¬ 
dler’s  receipts  shall  be  allocated  to  his 
utilization  as  follows: 

(a)  Skim  milk  shall  be  allocated  in 
the  following  manner : 

(1)  Subtract  from  the  total  pounds  of 
skim  milk  in  Class  III  the  pounds  of 
skim  milk  classified  as  Class  III  milk 
pursuant  to  §  1030.43(g)  (2) ; 

(2)  Subtract  from  the  total  pounds 
of  skim  milk  in  Class  I  the  pounds  of 
skim  milk  in: 

(i)  Receipts  of  packaged  fluid  milk 
products  from  an  unregulated  supply 
plant  to  the  extent  that  an  equivalent 
amount  of  skim  milk  disposed  of  to  such 
plant  by  handlers  fully  regulated  under 
any  Federal  milk  order  is  classified  and 
priced  as  Class  I  milk  and  is  not  used 
as  an  offset  for  any  other  payment  obli¬ 
gation  under  any  order;  and 

(ii)  Receipts  of  exempt  milk: 

(3)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class  the  pounds 
of  skim  milk  in  fluid  milk  products  re¬ 
ceived  in  packaged  form  from  an  other 
order  plant,  except  that  to  be  subtracted 
pursuant  to  subparagraph  (6)  (vi)  of  this 
paragraph,  as  follows: 


(i)  Form  Class  III  milk,  the  lesser  of 
the  pounds  remaining  or  2  percent  of 
such  receipts;  and 

(ii)  From  Class  I  milk,  the  remainder 
of  such  receipts; 

(4)  With  respect  to  a  plant  that  was 
fully  regulated  in  the  immediately  pre¬ 
ceding  month  under  any  Federal  milk 
order  providing  for  a  similar  allocation 
of  beginning  inventories  of  packaged 
fluid  milk  products: 

(i)  Subtract  from  the  remaining 
pounds  of  skim  milk  in  Class  I  the  pounds 
of  skim  milk  in  packaged  fluid  milk  prod¬ 
ucts  that  are  in  inventory  at  the  begin¬ 
ning  of  the  month;  and 

(ii)  Subtract  from  the  pounds  of  skim 
milk  in  Class  II  the  pounds  of  skim  milk 
in  packaged  fluid  cream  products  that 
are  in  inventory  at  the  beginning  of  the 
month; 

(5)  Subtract  from  the  remaining 
pounds  of  skim  milk  in  Class  II  the 
pounds  of  skim  milk  in  other  source  milk 
(except  that  received  in  the  form  of  a 
fluid  milk  product  or  a  fluid  cream  prod¬ 
uct)  that  is  added  to,  or  used  to  produce, 
any  product  specified  in  §  1030.42; 

(6)  Subtract  in  the  order  specified 
below  from  the  pounds  of  skim  milk  re¬ 
maining  in  each  class,  in  series  beginning 
with  Class  III,  the  pounds  of  skim  milk 
in  each  of  the  following: 

(i)  Other  source  milk  (except  that  re¬ 
ceived  in  the  form  of  a  fluid  milk  prod¬ 
uct)  that  was  not  subtracted  pursuant  to 
subparagraph  (5)  of  this  paragraph; 

(ii)  Receipts  of  fluid  milk  products 
(except  filled  milk)  for  which  bottling 
grade  certification  is  not  established; 

(iii)  Receipts  of  fluid  milk  products 
from  unidentified  sources; 

<iv)  Receipts  of  fluid  milk  products 
from  a  producer-handler  as  defined  under 
this  or  any  other  Federal  milk  order  and 
from  an  exempt  distributing  plant; 

(v)  Receipts  of  reconstituted  skim 
milk  in  filled  milk  from  an  unregulated 
supply  plant  that  were  not  subtracted 
pursuant  to  subparagraph  (2)  (i)  of  this 
paragraph; 

(vi)  Receipts  of  reconstituted  skim 
milk  in  filled  milk  from  an  other  order 
plant  that  is  regulated  under  any  Federal 
milk  order  providing  for  individual- 
handler  pooling,  to  the  extent  that  recon¬ 
stituted  skim  milk  is  allocated  to  Class  I 
at  the  transferor  plant;  and 

(vii)  Receipts  of  fluid  milk  products 
(other  than  exempt  milk)  from  a  govern¬ 
ment  which  has  elected  nonproducer 
status  for  the  month  pursuant  to  §  1030.9: 

(7)  Subtract  in  the  order  specified 
below  from  the  pounds  of  skim  milk  re¬ 
maining  in  Class  II  and  Class  III,  in 
sequence  beginning  with  Class  III,  but 
not  in  excess  of  such  quantities,  the 
pounds  of  skim  milk  in  each  of  the  fol¬ 
lowing: 

(i)  Receipts  of  fluid  milk  products 
from  an  unregulated  supply  plant  that 
were  not  subtracted  pursuant  to  sub- 
paragraphs  (2)  (i)  and  (6)  (v)  of  this 
paragraph : 

(a)  For  which  the  handler  requests 
Class  II  or  Class  III  classification;  or 

(b)  Which  are  in  excess  of  the  pounds 
of  skim  milk  determined  by  multiplying 
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the  pounds  of  skim  milk  remaining  in 
Class  I  by  1.25  and  subtracting  the  sum 
of  the  pounds  of  skim  milk  in  receipts 
of  producer  milk,  fluid  milk  products 
from  pool  plants  of  other  handlers  (or 
any  pool  plant  if  allocation  is  on  an  in¬ 
dividual  plant  basis) ,  and  bulk  fluid 
milk  products  from  other  order  plants 
that  were  not  subtracted  pursuant  to 
subparagraph  (6)  (vi)  of  this  paragraph; 
and 

(ii)  Receipts  of  bulk  fluid  milk  prod¬ 
ucts  from  an  other  order  plant  that  are 
in  excess  of  bulk  fluid  milk  products 
transferred  or  diverted  to  such  plant  and 
that  were  not  subtracted  pursuant  to 
subparagraph  (6)  (vi)  of  this  paragraph, 
if  Class  II  or  Class  III  classification  is 
requested  by  the  operator  of  the  other 
order  plant  and  the  handler; 

(8)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class,  in  series 
beginning  with  Class  III,  the  pounds  of 
skim  milk  in  inventory  at  the  beginning 
of  the  month  of  fluid  milk  products  and 
fluid  cream  products  (and,  for  the  first 
month  that  this  subparagraph  is  effec¬ 
tive,  Grade  A  sour  cream  and  Grade  A 
sour  mixtures)  that  were  not  subtracted 
pursuant  to  subparagraph  (4)  of  this 
paragraph; 

(9)  Add  to  the  remaining  pounds  of 
skim  milk  in  Class  III  the  pounds  sub¬ 
tracted  pursuant  to  subparagraph  (1)  of 
this  paragraph; 

( 10)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class,  pro  rata  to 
such  quantities  in  Class  I  and  in  Class  n 
and  Class  HI  combined,  with  the  quan¬ 
tity  prorated  to  Class  II  and  Class  III 
combined  being  subtracted  first  from 
Class  HI  and  then  from  Class  II,  the 
pounds  of  skim  milk  in  receipts  of  fluid 
milk  products  from  an  unregulated 
supply  plant  that  were  not  subtracted 
pursuant  to  subparagraphs  (2)  (i) ,  (6) 
(v),  and  (7)(i)  of  this  paragraph  and 
that  were  not  offset  by  transfers  of  fluid 
milk  products  to  the  same  unregulated 
supply  plant  from  which  fluid  milk  prod¬ 
ucts  to  be  allocated  at  this  step  were 
received; 

(11)  Subtract  in  the  order  specified 
below  from  the  pounds  of  skim  milk  re¬ 
maining  in  each  class  the  pounds  of  skim 
milk  in  receipts  of  bulk  fluid  milk  prod¬ 
ucts  from  an  other  order  plant  that  are 
in  excess  of  bulk  fluid  milk  products 
transferred  or  diverted  to  such  plant 
and  that  were  not  subtracted  pursuant  to 
subparagraphs  (6)  (vi)  and  (7)  (ii)  of 
this  paragraph: 

(i)  From  each  class,  in  series  begin¬ 
ning  with  Class  III,  the  pounds  deter¬ 
mined  by  multiplying  the  pounds  of  such 
net  receipts  by  the  larger  of  the  percent¬ 
age  of  estimated  combined  Class  II  and 
Class  III  utilization  of  skim  milk  an¬ 
nounced  for  the  month  by  the  market 
administrator  pursuant  to  §  1030.22(k) 
or  the  percentage  that  the  combined 
Class  II  and  Class  III  utilization  remain¬ 
ing  is  of  the  total  remaining  utilization  of 
skim  milk  of  the  handler;  and 

(ii)  From  Class  I,  the  remainder  of 
such  receipts; 

(12)  Subtract  from  the  pounds  of 
skim  milk  remaining  in  each  class  the 
pounds  of  skim  milk  in  fluid  milk  prod¬ 


ucts  and  bulk  fluid  cream  products 
from  pool  plants  of  other  handlers  (or 
any  pool  plant  if  allocation  is  on  an 
individual  plant  basis)  according  to  the 
classification  of  such  products  pursuant 
to  §  1030.45(a) ;  and 

(13)  If  the  total  pounds  of  skim  milk 
remaining  in  all  classes  exceed  the 
pounds  of  skim  milk  in  producer  milk, 
subtract  such  excess  from  the  pounds  of 
skim  milk  remaining  in  each  class  in 
series  beginning  with  Class  III.  Any 
amount  so  subtracted  shall  be  known 
as  “overage”;  and 

(b)  Butterfat  shall  be  allocated  in  ac¬ 
cordance  with  the  procedure  outlined 
for  skim  milk  in  paragraph  (a)  of  this 
section. 

§  1030.48  Responsibility  of  handlers 
and  reclassification  of  milk. 

(a)  All  skim  milk  and  butterfat  shall 
be  classified  as  Class  I  milk  unless  the 
handler  who  first  receives  such  skim 
milk  or  butterfat  proves  to  the  market 
administrator  that  such  skim  milk  or 
butterfat  should  be  classified  otherwise. 
In  the  case  of  milk  received  from  pro¬ 
ducers  by  a  handler  described  in 
§  1030.13(e)  for  delivery  to  a  pool  plant, 
such  handler  shall  have  the  burden  of 
proving  the  classification  of  skim  milk 
and  butterfat  in  the  milk  specified  in 
5  1030.16(c),  and  the  operator  of  such 
pool  plant  shall  have  the  burden  of  prov¬ 
ing  the  classification  of  skim  milk  and 
butterfat  in  the  milk  specified  in 
§  1030.16(b). 

(b)  Milk  received  by  a  pool  plant 
operator  from  a  handler  described  in 
§  1030.13(e)  shall  be  classified  according 
to  the  use  or  disposition  of  the  milk  at 
such  pool  plant  and  the  value  of  the 
milk  at  class  prices  shall  be  included  in 
the  operator’s  pool  obligation  pursuant 
to  §  1030.70. 

(c)  If  verification  by  the  market  ad¬ 
ministrator  discloses  that  the  original 
classification  of  skim  milk  or  butterfat 
was  incorrect,  such  skim  milk  or  butter¬ 
fat  shall  be  reclassified. 

11.  Section  1030.51  is  revised  as  fol¬ 
lows: 

§  1030.51  Class  prices. 

Subject  to  the  provisions  of  §  1030.52, 
the  class  prices  per  hundredweight  for 
the  month  shall  be  as  follows: 

(a)  Class  I  price.  The  Class  I  price 
shall  be  the  basic  formula  price  for  the 
preceding  month  plus  $1 .26. 

(b)  Class  II  price.  The  Class  II  price 
shall  be  the  basic  formula  price  for  the 
month  plus  20  cents. 

(c)  Class  III  price.  The  Class  III  price 
shall  be  the  basic  formula  price  for  the 
month. 

12.  Section  1030.52  is  revised  as  fol¬ 
lows  : 

§  1030.52  Butlorfat  differential. 

For  milk  containing  more  or  less  than 
3.5  percent  butterfat,  the  class  prices 
specified  in  §  1030.51  and  the  uniform 
price  specified  in  §  1030.71  shall  be  in¬ 
creased  or  decreased,  respectively,  for 
each  one-tenth  percent  butterfat  varia¬ 
tion  from  3.5  percent  by  an  amount. 


rounded  to  the  nearest  one-tenth  cent, 
that  is  equal  to  the  butter  price  for  the 
month  multiplied  by  0.115. 

13.  In  §  1030.53,  the  introductory  text 
and  paragraph  (c)(5)  are  revised  and  a 
new  paragraph  (e)  is  added  as  follows: 

§  1030.53  Location  adjustments  to  han¬ 
dlers. 

A  location  adjustment  for  each  han¬ 
dler  shall  be  computed  by  the  market 
administrator  as  follows: 

***** 

(c)  *  *  * 

(5)  Substract  the  quantity  of  bulk  fluid 
milk  products  received  at  the  handler’s 
pool  plant(s)  from  other  order  plants 
and  unregulated  supply  plants  that  are 
assigned  to  Class  I  pursuant  to  §  1030.47; 
***** 

(e)  The  Class  I  price  applicable  to 
other  source  milk  shall  be  reduced  at 
the  rates  set  forth  in  paragraph  (a)  of 
this  section,  except  that  the  adjusted 
Class  I  price  shall  not  be  less  than  the 
Class  in  price. 

14.  Section  1030.60  is  revised  as 
follows: 

§  1030.60  Obligation  of  handler  operat¬ 
ing  a  partially  regulated  distributing 
plant. 

Each  handler  who  operates  a  par¬ 
tially  regulated  distributing  plant  shall 
pay  on  or  before  the  25th  day  after  the 
end  of  the  month  to  the  market  admin¬ 
istrator  for  the  producer-settlement 
fund  the  amount  computed  pursuant  to 
paragraph  (a)  of  this  section.  If  the 
handler  submits  pursuant  to  §  1030.31 
(c)  the  information  necessary  for  mak¬ 
ing  the  computations,  such  handler  may 
elect  to  pay  in  lieu  of  such  payment  the 
amount  computed  pursuant  to  para¬ 
graph  (b)  of  this  section: 

(a)  The  payment  under  this  para¬ 
graph  shall  be  the  amount  resulting 
from  the  following  computations: 

(1)  Determine  the  pounds  of  skim 
milk  and  butterfat,  respectively,  in  the 
partially  regulated  distributing  plant’s 
route  disposition  in  the  marketing  area; 

(2)  Subtract  the  pounds  of  skim  milk 
and  butterfat,  respectively,  received  at 
the  partially  regulated  distributing 
plant: 

(i)  As  Class  I  milk  from  pool  plants 
and  other  order  plants,  except  that  sub¬ 
tracted  under  a  similar  provision  of 
another  Federal  milk  order;  and 

(ii)  From  another  nonpool  plant  that 
is  not  an  other  order  plant  to  the  extent 
that  an  equivalent  amount  of  skim  milk 
or  butterfat  disposed  of  to  such  nonpool 
plant  by  handlers  fully  regulated  under 
any  Federal  milk  order  is  classified  and 
priced  as  Class  I  milk  and  is  not  used 
as  an  offset  for  any  other  payment  obli¬ 
gation  under  any  order; 

(3)  Subtract  the  pounds  of  reconsti¬ 
tuted  skim  milk  in  the  partially  regu¬ 
lated  distributing  plant’s  route  disposi¬ 
tion  in  the  marketing  area; 

(4)  Combine  the  remaining  pounds 
of  skim  milk  and  butterfat  and  multiply 
the  total  by  the  difference  between  the 
Class  I  price  and  the  uniform  price,  both 
prices  to  be  applicable  at  the  location 
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of  the  partially  regulated  distributing  (b)  The  operator  of  such  nonpool  sup-  (c)  Add  the  amount  obtained  from 
plant  (but  not  to  be  less  than  the  Class  ply  plant  maintains  books  and  records  multiplying  the  difference  between  the 
III  price) ;  and  showing  the  utilization  of  all  skim  milk  Class  III  price  for  the  preceding  month 


(5)  Add  the  amount  obtained  from 
multiplying  the  pounds  of  reconstituted 
skim  milk  specified  in  subparagraph  (3) 
of  this  paragraph  by  the  difference  be¬ 
tween  the  Class  I  price  applicable  at  the 
location  of  the  partially  regulated  dis¬ 
tributing  plant  (but  not  to  be  less  than 
the  Class  III  price)  and  the  Class  III 
price. 

(b)  The  payment  under  this  para¬ 
graph  shall  be  the  amount  resulting  from 
the  following  computations: 

(1)  Determine  the  obligation  that 
would  have  been  computed  pursuant  to 
§  1030.70  for  the  partially  regulated  dis¬ 
tributing  plant  if  the  plant  had  been  a 
pool  plant,  subject  to  the  following 
modifications: 

(i)  Fluid  milk  products  and  bulk 
fluid  cream  products  received  at  the 
partially  regulated  distributing  plant 
from  a  pool  plant  or  an  other  order  plant 
shall  be  allocated  at  the  partially  regu¬ 
lated  distributing  plant  to  the  same  class 
in  which  such  products  were  classified 
at  the  fully  regulated  plant; 

(ii)  Fluid  milk  products  and  bulk  fluid 
cream  products  transferred  from  the 
partially  regulated  distributing  plant  to 
a  pool  plant  or  an  other  order  plant 
shall  be  classified  at  the  partially  regu¬ 
lated  distributing  plant  in  the  class  to 
which  allocated  at  the  fully  regulated 
plant.  Such  transfers  shall  be  allocated 
to  the  extent  possible  to  those  receipts  at 
the  partially  regulated  distributing 
plant  from  pool  plants  and  other  order 
plants  that  are  classified  in  the  corre¬ 
sponding  class  pursuant  to  subdivision 
(i)  of  this  subparagraph.  Any  such 
transfers  remaining  after  the  above  al¬ 
location  which  are  classified  in  Class  I 
and  on  which  an  obligation  is  computed 
for  the  handler  operating  the  partially 
regulated  distributing  plant  pursuant  to 
§  1030.70  shall  be  priced  at  the  uniform 
price  (or  at  the  weighted  average  price 
if  such  is  provided)  of  the  respective  or¬ 
der  regulating  the  handling  of  milk  at 
the  transferee  plant,  with  such  uniform 
price  adjusted  to  the  location  of  the  non¬ 
pool  plant  (but  not  to  be  less  than  the 
lowest  class  price  of  the  respective  or¬ 
der),  except  that  transfers  of  reconsti¬ 
tuted  skim  milk  in  filled  milk  shall  be 
priced  at  the  lowest  class  price  of  the 
respective  order;  and 

(iii)  If  the  operator  of  the  partially 
regulated  distributing  plant  so  requests, 
in  lieu  of  the  obligation  pursuant  to 
§  1030.70(f)  and  the  credit  specified  in 
§  1030.84(b)(2),  the  obligation  for  such 
handler  shall  include  a  similar  obliga¬ 
tion  for  each  nonpool  plant  that  is  not 
an  other  order  plant  which  serves  as  a 
supply  plant  for  such  partially  regulated 
distributing  plant  by  making  shipments 
to  the  partially  regulated  distributing 
plant  during  the  month  equivalent  to 
the  requirements  of  §  1030.11(b),  subject 
to  the  following  conditions: 

(a)  The  operator  of  the  partially  reg¬ 
ulated  distributing  plant  submits  with 
his  report  filed  pursuant  to  §  1030.31(c) 
a  similar  report  for  each  such  nonpool 
supply  plant; 


and  butterfat  received  at  such  plant 
which  are  made  available  if  requested  by 
the  market  administrator  for  verification 
purposes;  and 

(c)  The  obligation  for  such  nonpool 
supply  plant  shall  be  determined  in  the 
same  manner  prescribed  for  computing 
the  obligation  of  such  partially  regulated 
distributing  plant;  and 

(2)  From  the  obligation  computed 
pursuant  to  subparagraph  (1)  of  this 
paragraph,  subtract: 

(i)  The  gross  payments  by  the  opera¬ 
tor  of  such  partially  regulated  distribut¬ 
ing  plant  for  bottling  grade  milk  received 
at  the  plant  during  the  month  from  dairy 
farmers; 

(ii)  If  subparagraph  (l)(iii)  of  this 
paragraph  applies,  the  gross  payments 
by  the  operator  of  such  nonpool  supply 
plant  for  bottling  grade  milk  received 
at  the  plant  during  the  month  from  dairy 
farmers;  and 

(iii)  The  payments  by  the  operator  of 
the  partially  regulated  distributing  plant 
to  the  producer-settlement  fund  of 
another  order  under  which  such  plant  is 
also  a  partially  regulated  distributing 
plant  and  like  payments  by  the  operator 
of  the  nonpool  supply  plant  if  subpara¬ 
graph  (1)  (iii)  of  this  paragraph  applies.. 

15.  In  §  1030.61(b),  subparagraph  (2) 
is  revised  as  follows: 

§  1030.61  Plants  subject  to  other  Fed¬ 
eral  orders. 

*  *  *  *  • 

(b)  *  *  * 

(2)  Compute  the  value  of  the  recon¬ 
stituted  skim  milk  assigned  in  subpara¬ 
graph  (1)  of  this  paragraph  to  route 
disposition  in  this  marketing  area  by 
multiplying  the  quantity  of  such  skim 
milk  by  the  difference  between  the  Class 
I  price  under  this  part  that  is  applicable 
at  the  location  of  the  other  order  plant 
(but  not  to  be  less  than  the  Class  III 
price)  and  the  Class  III  price. 

16.  Section  1030.70  is  revised  as 
follows : 

§  1030.70  Compulation  of  the  net  pool 
obligation  of  each  handler. 

The  monthly  net  pool  obligation  of 
each  handler  described  in  §  1030.13  (a), 

(d) ,  (e),  and  (h)  shall  be  determined 
for  such  handler,  or  for  each  pool  plant 
of  such  handler  if  the  allocations  pur¬ 
suant  to  §  1030.47  are  on  an  individual 
plant  basis  and  the  handler  requests 
separate  statements.  Such  obligation 
shall  be  a  sum  of  money  computed  by 
the  market  administrator  as  follows: 

(a)  Multiply  the  pounds  of  producer 
milk  in  each  class  determined  pursuant 
to  §  1030.46  by  the  applicable  class  price 
and  add  the  resulting  amounts; 

(b)  Add  the  amounts  obtained  from 
multiplying  the  pounds  of  overage  sub¬ 
tracted  from  each  class  pursuant  to 
§  1030.47(a)  (13)  and  the  corresponding 
step  of  §  1030.47(b)  by  the  respective 
class  price  applicable  at  the  location  of 
the  pool  plant; 


and  the  Class  I  price  applicable  at  the 
location  of  the  pool  plant  or  the  Class  II 
price,  as  the  case  may  be,  for  the  cur¬ 
rent  month  by  the  hundredweight  of 
skim  milk  and  butterfat  subtracted  from 
Class  I  and  Class  II  pursuant  to  §  1030.47 
(a)  (8)  and  the  corresponding  step  of 
$  1030.47(b); 

(d)  Add  the  amount  obtained  from 
multiplying  the  difference  between  the 
Class  I  price  applicable  at  the  location 
of  the  pool  plant  and  the  Class  III  price 
by  the  hundredweight  of  skim  milk  and 
butterfat  subtracted  from  Class  I  pur¬ 
suant  to  §  1030.47(a)  (6)  (i)  through  (iv) 
and  (vii)  and  the  corresponding  step 
of  §  1030.47(b),  excluding  receipts  of 
bulk  fluid  cream  product  from  an  other 
order  plant; 

(e)  Add  the  amount  obtained  from 

multiplying  the  difference  between  the 
Class  I  price  applicable  at  the  location 
of  the  transferor  plant  and  the  Class  III 
price  by  the  hundredweight  of  skim  milk 
and  butterfat  subtracted  from  Class  I 
pursuant  to  §  1030.47(a)  (6)  (v)  and 

(vi)  and  the  corresponding  step  of 
§  1030.47(b) ; 

(f)  Add  the  amount  obtained  from 
multiplying  the  Class  I  price  applicable 
at  the  location  of  the  nearest  nonpool 
plants  from  which  an  equivalent  volume 
was  received  by  the  pounds  of  skim  milk 
and  butterfat  subtracted  from  Class  I 
pursuant  to  §  1030.47(a)  (10)  and  the 
corresponding  step  of  §  1030.47(b) ,  ex¬ 
cluding  such  skim  milk  and  butterfat 
in  receipts  of  bulk  fluid  milk  products 
from  an  unregulated  supply  plant  to  the 
extent  that  an  equivalent  amount  of  skim 
milk  or  butterfat  disposed  of  to  such 
plant  by  handlers  fully  regulated  under 
any  Federal  milk  order  is  classified  and 
priced  as  Class  I  milk  and  1s  not  used 
as  an  offset  for  any  other  payment  obli¬ 
gation  under  any  order;  and 

(g)  Subtract  an  amount  equal  to  the 
minus  location  adjustment  computed 
pursuant  to  §  1030.53(c)  (13)  or  (d). 

17.  Section  1030.71  is  revised  as 
follows: 

§  1030.71  Computation  of  the  uniform 
price. 

For  each  month  the  market  adminis¬ 
trator  shall  compute  the  uniform  price 
per  hundredweight  of  producer  milk  of 
3.5  percent  butterfat  content  at  plants 
in  Zone  I,  as  follows: 

(a)  Combine  into  one  total  the  values 
computed  pursuant  to  §  1030.70  for  all 
handlers,  except  those  of  handlers  who 
failed  to  make  payments  required  pur¬ 
suant  to  §  1030.84  for  the  preceding 
month ; 

(b)  Subtract,  if  the  average  butterfat 
content  of  the  milk  specified  in  para¬ 
graph  (e)  of  this  section  is  more  than  3.5 
percent,  or  add,  if  such  butterfat  content 
is  less  than  3.5  percent,  the  amount  ob¬ 
tained  by  multiplying  the  amount  by 
which  the  average  butterfat  content  of 
such  milk  varies  from  3.5  percent  by 
the  butterfat  differential  specified  in 
§  1030.52,  and  multiply  the  result  by  the 
total  hundredweight  of  such  milk ; 
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(c)  Add  an  amount  equal  to  the  total 
value  of  the  minus  location  adjustments 
computed  pursuant  to  §  1030.82(a) ; 

(d)  Add  an  amount  representing  not 
less  than  one-half  the  unobligated  bal¬ 
ance  in  the  producer-settlement  fund; 

(e)  Divide  the  resulting  amount  by  the 
sum  of  the  following  for  all  handlers  in¬ 
cluded  in  these  computations : 

(1)  The  total  hundredweight  of  pro¬ 
ducer  milk ;  and 

(2)  The  total  hundredweight  for 
which  a  value  is  computed  pursuant  to 
§  1030.70(f) ;  and 

(f)  Subtract  not  less  than  4  cents  nor 
more  than  5  cents  per  hundredweight. 

18.  In  §  1030.80(a),  the  introductory 
text  of  subparagraph  (1)  is  revised  as 
follows: 

§  1030.80  Time  and  method  of  payment 
for  producer  milk. 

(a)  *  *  * 

(1)  On  or  before  the  18th  day  of  the 
following  month  to  each  producer,  not 
less  than  the  uniform  price,  as  adjusted 
pursuant  to  §§  1030.52  and  1030.82, 
multiplied  by  the  hundredweight  of  milk 
received  from  such  producer  during  the 
month,  subject  to  the  following 
adjustments: 

•  *  *  *  • 

§  1031.81  [Revoked] 

19.  Section  1030.81  is  revoked. 

20.  In  §  1030.82,  paragraph  (b)  is  re¬ 
vised  as  follows: 

§  1030.82  Location  differentials  to  pro¬ 
ducers  and  on  nonpool  milk. 


the  skim  milk  and  butterfat  subtracted 
pursuant  to  §  1030.60(a)  (2).  A  coopera¬ 
tive  association  handler  pursuant  to 
§  1030.13(e)  shall  make  the  payments  set 
forth  herein  on  the  producer  milk 
described  in  §  1030.16(c). 


PART  1032— MILK  IN  THE  SOUTHERN 
ILLINOIS  MARKETING  AREA 

1.  In  §  1032.14,  paragraphs  (a)  (2)  and 
(b)  (3)  are  revised  as  follows: 

§  1032.14  Producer  milk. 

*  *  *  *  * 

(a)  *  *  * 

(2)  By  a  cooperative  association  as  a 
handler  pursuant  to  §  1032.9(d)  but 
which  is  not  delivered  to  a  pool  plant  of 
another  handler  and  constitutes  shrink¬ 
age  pursuant  to  §  1032.44(c)  or  as  Class 
I  shrinkage;  or 

(b)  *  *  * 

(3)  Milk  of  a  producer  diverted  during 
the  month  as  Class  II  or  Class  III  milk 
from  a  pool  plant  to  an  other  order  plant 
for  not  more  days  of  production  of  pro¬ 
ducer  milk  by  such  producer  than  is  re¬ 
ceived  at  a  pool  plant  (s)  pursuant  to 
paragraph  (a)  of  this  section:  Provided, 
That  milk  so  diverted  shall  not  be  pro¬ 
ducer  milk  if,  notwithstanding  the  pro¬ 
visions  of  this  subparagraph,  the  milk 
is  fully  subject  to  the  pricing  and  pooling 
provisions  of  the  other  order; 

***** 

2.  Section  1032.15  is  revised  as  follows: 
§  1032.15  Other  source  milk. 


*  •  *  •  * 

(b)  The  uniform  price  applicable  to 
other  source  milk  shall  be  reduced  at  the 
rates  set  forth  in  5  1030.53(a),  except 
that  the  adjusted  uniform  price  shall  not 
be  less  than  the  Class  III  price. 

21.  In  §  1030.84(b),  subparagraph  (2) 
is  revised  as  follows: 

§  1030.84  Payments  to  the  producer- 
settlement  fund. 

***** 

(b)  *  *  * 

(2)  The  value  at  the  uniform  price 
applicable  at  the  location  of  the  plants 
from  which  received  of  other  source  milk 
for  which  a  value  is  computed  pursuant 
to  §  1030.70(f). 

22.  Section  1030.88  is  revised  as  follows: 
§  1030.88  Expense  of  administration. 

As  his  pro  rata  share  of  the  expense  of 
administering  the  order,  each  handler 
shall  pay  to  the  market  administrator  on 
or  before  the  18th  day  after  the  end  of 
the  month  4  cents  per  hundredweight,  or 
such  lesser  amount  as  the  Secretary  may 
prescribe,  with  respect  to: 

(a)  His  producer  milk  (including  such 
handler’s  own  farm  production) ; 

(b)  Other  source  milk  allocated  to 
Class  I  pursuant  to  §  1030.47(a)  (6)  and 
(10)  and  the  corresponding  steps  of 
5  1030.47(b),  except  such  other  source 
milk  on  which  no  handler  obligation 
applies  pursuant  to  5  1030.70(f) ;  and 

(c)  Class  I  milk  disposed  of  on  a  route 
in  the  marketing  area  from  a  partially 
regulated  distributing  plant  that  exceeds 


“Other  source  milk”  means  all  skim 
milk  and  butterfat  contained  in  or  rep¬ 
resented  by: 

(a)  Fluid  milk  products  and  bulk  fluid 
cream  products  from  any  source  other 
than  producers,  cooperative  associations 
acting  as  a  handler  pursuant  to  5  1032.9 
(d) ,  pool  plants,  and  inventory  at  the  be¬ 
ginning  of  the  month; 

(b)  Products  (other  than  fluid  milk 
products,  bulk  fluid  cream  products,  and 
cottage  cheese)  from  any  source  (includ¬ 
ing  those  products  produced  at  the  plant) 
which  are  reprocessed,  converted  into,  or 
combined  with  another  product  in  the 
plant  during  the  month;  and 

(c)  Any  disappearance  of  any  product 
(other  than  a  fluid  milk  product  or  a 
bulk  fluid  cream  product)  that  is  in  a 
form  in  which  it  may  be  converted  into  a 
Class  I  product  and  which  is  not  other¬ 
wise  accounted  for  under  the  order. 

3.  Section  1032.16  is  revised  as  follows: 

§  1032.16  Fluid  milk  product. 

(a)  Execpt  as  provided  in  paragraph 
(b)  of  this  section,  "fluid  milk  product” 
means: 

(1)  Any  of  the  following  products  in 
fluid  or  frozen  form,  including  such  prod¬ 
ucts  that  are  flavored,  cultured,  modified 
with  added  nonfat  milk  solids,  concen¬ 
trated  (if  in  a  consumer-type  package), 
or  reconstituted :  Milk,  skim  milk,  lowfat 
milk,  milk  drinks,  eggnog,  buttermilk, 
filled  milk,  and  milkshake  and  ice  milk 
mixes  containing  less  than  20  percent 
total  solids;  and 


(2)  Any  milk  product  in  fluid  or  frozen 
form  that  is  not  specified  in  subpara¬ 
graph  (1)  of  this  pargaraph  or  in  5  1032.42 
or  5  1032.43(a)  (1)  through  (8),  if  it 
contains  by  weight  at  least  80  percent 
water  and  6.5  percent  nonfat  milk  solids 
and  less  than  9  percent  butterfat  and 
20  percent  total  solids. 

(b)  The  term  “fluid  milk  product” 
shall  not  include: 

(1)  Evaporated  or  condensed  milk  or 
skim  milk  in  plain  or  sweetened  form, 
formulas  especially  prepared  for  infant 
feeding  or  dietary  use  that  are  packaged 
in  hermetically  sealed  glass  or  all-metal 
containers,  and  any  product  that  con¬ 
tains  by  weight  less  than  6.5  percent 
nonfat  milk  solids;  and 

(2)  The  quantity  of  skim  milk  in  any 
modified  product  specified  in  paragraph 
(a)  of  this  section  that  is  in  excess  of 
the  quantity  of  skim  milk  in  an  equal 
volume  of  an  unmodified  product  of  the 
same  nature  and  butterfat  content. 

4.  A  new  5  1032.16a  is  added  as  follows: 

§  1032.16a  Fluid  cream  product. 

“Fluid  cream  product”  means  cream  or 
mixture  of  cream  and  milk  or  skim  milk 
containing  9  percent  or  more  butterfat. 

5.  Section  1032.17  is  revised  as  follows: 

§  1032.17  Route. 

“Route”  means  a  delivery  (including 
disposition  from  a  plant  store  or  from  a 
distribution  point  and  distribution  by  a 
vendor  or  vending  machine)  or  any  fluid 
milk  product  to  a  retail  or  wholesale 
outlet  other  than  (a)  a  pool  plant  or  a 
nonpool  plant,  or  (b)  a  commercial  food 
processor  pursuant  to  5  1032.43(b). 

6.  In  5  1032.22,  paragraphs  <h),  (k), 

(I) ,  and  (m)  are  revised  as  follows: 

§  1032.22  Duties. 

***** 

(h)  Publicly  announce  on  or  before : 

(1)  The  sixth  day  of  each  month,  the 
Class  I  price  for  the  current  month  pur¬ 
suant  to  5  1032.51(a) ; 

(2)  The  sixth  day  of  each  month,  the 
Class  II  and  Class  III  prices  pursuant  to 
5  1032.51  (b)  and  (c)  and  the  butterfat 
differential  pursuant  to  5  1032.52,  all  for 
the  preceding  month;  and 

(3)  The  12th  day  after  the  end  of  each 
month,  the  uniform  price  pursuant  to 
5  1032.71; 

***** 

(k)  Whenever  required  for  the  pur¬ 
pose  of  allocating  receipts  from  other 
order  plants  pursuant  to  5  1032.47(a) 

(II)  and  the  corresponding  step  of 
5  1032.47(b),  estimate  and  publicly  an¬ 
nounce  the  utilization  (to  the  nearest 
w'hole  percentage)  in  each  class  during 
the  month  of  skim  milk  and  butterfat, 
respectively,  in  producer  milk  of  all  han¬ 
dlers.  Such  estimate  shall  be  based  upon 
the  most  current  available  data  and  shall 
be  final  for  such  purpose; 

(l)  Report  to  the  market  administra¬ 
tor  of  the  other  order,  as  soon  as  pos¬ 
sible  after  the  report  of  receipts  and 
utilization  for  the  month  is  received  from 
a  handler  who  has  received  fluid  milk 
products  or  bulk  fluid  cream  products 
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from  an  other  order  plant,  the  class 
to  which  such  receipts  are  allocated  pur¬ 
suant  to  §  1032.47  pursuant  to  such  re¬ 
port,  and,  thereafter,  any  change  in  such 
allocation  required  to  correct  errors  dis¬ 
closed  in  verification  of  such  report;  and 

(m)  Furnish  to  each  handler  operat¬ 
ing  a  pool  plant  who  has  shipped  fluid 
milk  products  or  bulk  fluid  cream  prod¬ 
ucts  to  an  other  order  plant  the  class 
to  w’hich  such  shipments  were  allocated 
by  the  market  administrator  of  the  other 
order  on  the  basis  of  the  report  of  the 
receiving  handler,  and,  as  necessary,  any 
change  in  such  allocation  arising  from 
the  verification  of  such  report. 

7.  In  §  1032.30(a),  subparagraphs  (1) 
(iii)  and  (2)  are  revised  as  follows: 

§  1032.30  Reports  of  receipts  and  utili¬ 
zation. 

***** 

(a)  *  *  * 

(1)  *  *  * 

(iii)  Fluid  milk  products  and  bulk 
fluid  cream  products  received  from  other 
pool  plants;  and 

***** 

(2)  Inventories  at  the  beginning  and 
the  end  of  the  month  of  the  following 
products,  showing  separately  such  in¬ 
ventories  in  bulk  form  and  in  packaged 
form: 

(i)  Fluid  milk  products;  and 

(ii)  Fluid  cream  products  except  those 
received  in  packaged  form  from  another 
plant; 

*  *  *  ♦  * 

8.  In  §  1032.32,  paragraph  (b)  is  re¬ 
vised  as  follows: 

§  1032.32  Payroll  reports. 

***** 

(b)  Each  handler  operating  a  partially 
regulated  distributing  plant  who  does  not 
elect  to  make  payments  pursuant  to 
§  1032.62(a)  shall  report  to  the  market 
administrator,  on  or  before  the  20th  day 
after  the  end  of  the  month  for  each  dairy 
farmer  from  whom  milk  was  received, 
the  same  information  as  required  pur¬ 
suant  to  paragraph  (a)  of  this  section. 

9.  Sections  1032.40  through  1032.46 
are  revoked  and  new  §§  1032.40  through 
1032.48  ,  are  substituted  therefor  as 
follows: 

§  1032.40  Classification  of  all  skim  milk 
and  butterfat. 

All  skim  milk  and  butterfat  to  be  re¬ 
ported  by  a  handler  pursuant  to  §  1032.30 
shall  be  classified  each  month  in  accord¬ 
ance  with  §§  1032.41  through  1032.48.  If 
any  of  the  water  contained  in  the  milk 
from  which  a  product  is  made  is  re¬ 
moved  before  the  product  is  utilized  or 
disposed  of  by  a  handler,  the  pounds  of 
skim  milk  in  such  product  that  are  to 
be  considered  under  this  part  as  used  or 
disposed  of  by  the  handler  shall  be  an 
amount  equivalent  to  the  nonfat  milk 
solids  contained  in  such  product  plus 
all  of  the  water  originally  associated  with 
such  solids. 


§  1032.41  Class  I  milk. 

Except  as  provided  in  §§  1032.43, 
1032.45,  and  1032.48,  Class  I  milk  shall 
be  all  skim  milk  and  butterfat: 

(a)  Disposed  of  in  the  form  of  a  fluid 
milk  product; 

(b)  In  inventory  at  the  end  of  the 
month  of  packaged  fluid  milk  products; 
and 

(c)  Not  specifically  accounted  for  as 
Class  II  or  Class  III  milk. 

§  1032.42  Class  II  milk. 

Except  as  provided  in  §§  1032.43, 
1032.45,  and  1032.48,  Class  II  milk  shall 
be  all  skim  milk  and  butterfat; 

(a)  Disposed  of  in  the  form  of  a  fluid 
cream  product; 

(b)  Used  to  produce: 

(1)  Yogurt,  cottage  cheese,  creamed 
or  partially  creamed  cottage  cheese,  sour 
cream,  and  any  sour  mixture  of  cream 
and  milk  or  skim  milk  containing  9  per¬ 
cent  or  more  butterfat;  and 

(2)  Any  product  containing  6  percent 
or  more  nonmilk  fat  (or  oil)  that  re¬ 
sembles  any  product  specified  in  para¬ 
graphs  (a)  and  (b)  (1)  of  this  section; 
and 

(c)  In  inventory  at  the  end  of  the 
month  of  packaged  fluid  cream  products. 

§  1032.43  Class  III  milk. 

Except  as  provided  in  §§  1032.45  and 
1032.48,  Class  III  milk  shall  be  all  skim 
milk  and  butterfat: 

(a)  Used  to  produce: 

(1)  Cheese  (other  than  cottage  cheese 
and  creamed  or  partially  creamed  cot¬ 
tage  cheese) ; 

(2)  Butter,  plastic  cream,  frozen 
cream,  and  anhydrous  milkfat; 

(3)  Any  milk  product  in  dry  form; 

(4)  Milkshake  and  ice  milk  mixes  (or 
bases)  containing  20  percent  or  more 
total  solids,  frozen  desserts,  and  frozen 
dessert  mixes; 

(5)  Custards,  puddings,  and  pancake 
mixes; 

(6)  Formulas  especially  prepared  for 
infant  feeding  or  dietary  use  that  are 
packaged  in  hermetically  sealed  glass  or 
all-metal  containers; 

(7)  Evaporated  or  condensed  milk  or 
skim  milk  in  plain  or  sweetened  form 
that  is  in  a  consumer-type  package,  and 
any  concentrated  milk  product  in  bulk, 
fluid  form; 

(8)  Any  product  containing  6  percent 
or  more  nonmilk  fat  (or  oil)  except  those 
px-oducts  specified  in  §  1032.42(b)  (2) ; 
and 

(9)  Any  product  that  is  not  a  fluid 
milk  product  and  that  is  not  specified 
in  subparagraphs  (1)  through  (8)  of 
this  paragraph  or  in  §  1032.42; 

(b)  In  bulk  fluid  milk  products  and 
bulk  fluid  cream  products  disposed  of 
to  any  commercial  food'  processing 
establishment  (other  than  a  milk  or 
filled  mills  plant)  at  which  food  prod¬ 
ucts  (other  than  milk  products  and  filled 
milk)  are  processed  and  at  which  there 
is  no  disposition  of  fluid  milk  products 
other  than  those  received  in  consumer- 
type  packages; 


(c)  In  inventory  at  the  end  of  the 
month  of  bulk  fluid  milk  products  and 
bulk  fluid  cream  products; 

(d)  In  fluid  milk  products  and  prod¬ 
ucts  specified  in  §  1032.42  that  are  dis¬ 
posed  of  by  a  handler  for  animal  feed; 

(e)  In  fluid  milk  products  and  prod¬ 
ucts  specified  in  §  1032.42  that  are 
dumped  by  a  handler  if  the  market 
administrator  is  notified  of  such  dumping 
in  advance  and  is  given  the  opportunity 
to  verify  such  disposition; 

(f)  In  skim  milk  represented  by  the 
nonfat  milk  solids  added  to  a  fluid  milk 
product  that  is  in  excess  of  the  quantity 
of  such  skim  milk  included  within  the 
fluid  milk  product  definition  pursuant 
to  §  1032.16;  and 

(g)  In  shrinkage  that  is: 

(1)  Assigned  pursuant  to  §  1032.44(a) 
to  the  receipts  specified  in  §  1032.44(a) 
(2) ;  and 

(2)  Specified  in  §  1032.44(b)  and  (c). 

§  1032.44  Shrinkage. 

For  purposes  of  classifying  all  skim 
milk  and  butterfat  to  be  reported  by  a 
handler  pursuant  to  §  1032.30,  the  market 
administrator  shall  determine  the  follow¬ 
ing: 

(a)  The  total  shrinkage  of  skim  milk 
and  butterfat,  respectively,  at  each  pool 
plant,  which  shall  be  assigned  pro  rata 
to: 

(1)  The  quantity  of  skim  milk  and 
butterfat,  respectively,  in  the  receipts 
specified  in  paragraph  (b)  (1)  through 
(6)  of  this  section  on  which  shrinkage  is 
allowed  pursuant  to  such  paragraph;  and 

(2)  The  quantity  of  skim  milk  and  but¬ 
terfat,  respectively,  in  receipts  of  other 
source  milk  in  bulk  fluid  form,  excluding 
any  such  receipts  used  in  the  computa¬ 
tions  pursuant  to  paragraph  (b)  (5)  and 
(6)  of  this  section; 

(b)  The  quantity  of  skim  milk  and 
butterfat,  respectively,  that  was  assigned 
pursuant  to  paragraph  (a)  of  this  section 
to  the  receipts  specified  in  subparagraph 
(1)  of  such  paragraph  which  is  not  in 
excess  of: 

(1)  Two  percent  of  the  skim  milk  and 
butterfat,  respectively,  in  milk  physically 
received  at  such  plant  directly  from  pro¬ 
ducers  (excluding  that  received  by  diver¬ 
sion  from  another  pool  plant) ; 

(2)  Plus  1.5  percent  of  the  skim  milk 
and  butterfat,  respectively,  in  milk  re¬ 
ceived  from  a  cooperative  association  act¬ 
ing  as  a  handler  pursuant  to  §  1032.9(d) 
and  in  milk  diverted  to  such  plant  from 
another  pool  plant,  except  that  if  the 
plant  operator  receiving  such  milk  pur¬ 
chases  the  milk  on  the  basis  of  farm 
weights,  the  applicable  percentage  shall 
be  2  percent; 

(3)  Plus  0.5  percent  of  the  skim  milk 
and  butterfat,  respectively,  in  producer 
milk  diverted  from  such  plant  by  the 
plant  operator  to  another  plant,  except 
that  if  the  operator  of  the  other  plant 
purchases  such  milk  on  the  basis  of  farm 
weights,  no  shrinkage  shall  be  allowed; 

(4)  Plus  1.5  percent  of  the  skim  milk 
and  butterfat,  respectively,  in  bulk  fluid 
milk  products  received  by  transfer  from 
other  pool  plants; 
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(5)  Plus  1.5  percent  of  the  skim  milk 
and  butterfat,  respectively,  in  bulk  fluid 
milk  products  received  from  other  order 
plants,  excluding  the  quantity  for  which 
Class  II  or  Class  III  classification  is  re¬ 
quested  by  the  operators  of  both  plants; 

(6)  Plus  1.5  percent  of  the  skim  milk 
and  butterfat,  respectively,  in  bulk  fluid 
milk  products  received  from  unregulated 
supply  plants,  excluding  the  quantity  for 
which  Class  II  or  Class  III  classification 
is  requested  by  the  handler;  and 

(7)  Less  1.5  percent  of  the  skim  milk 
and  butterfat,  respectively,  in  bulk  fluid 
milk  products  transferred  to  other 
plants;  and 

(c)  The  quantity  of  skim  milk  and 
butterfat,  respectively,  in  shrinkage  of 
milk  from  producers  for  which  a  coopera¬ 
tive  association  is  the  handler  pursuant 
to  §  1032.9  (c)  or  (d),  but  not  to  exceed 
0.5  percent  of  the  skim  milk  and  butter¬ 
fat,  respectively,  in  such  milk.  If  the 
operator  of  the  plant  to  which  the  milk 
is  delivered  purchases  such  milk  on  the 
basis  of  farm  weights,  no  shrinkage  shall 
be  allowed. 

§  1032.45  Classification  of  transfers 
and  diversions. 

(a)  Transfers  and  diversions  to  pool 
plants.  Skim  milk  or  butterfat  trans¬ 
ferred  or  diverted  in  the  form  of  a  fluid 
milk  product  or  a  bulk  fluid  cream  prod¬ 
uct  from  a  pool  plant  to  the  pool  plant 
of  another  handler  (or  to  any  pool  plant 
if  allocations  pursuant  to  §  1032.47  are 
on  an  individual  plant  basis)  shall  be 
classified  as  Class  I  milk  unless  the  op¬ 
erators  of  both  plants  request  the  same 
classification  in  another  class.  The  classi¬ 
fication  of  such  transfers  or  diversions 
shall  be  subject  to  the  following 
conditions: 

(1)  The  skim  milk  or  butterfat  classi¬ 
fied  in  each  class  shall  be  limited  to  the 
amount  of  skim  milk  and  butterfat,  re¬ 
spectively,  remaining  in  such  class  at  the 
transferee  or  divertee  plant  after  the 
computations  pursuant  to  §  1032.47(a) 
(11)  and  the  corresponding  step  of 
§  1032.47(b) ; 

(2)  If  the  transferor  or  divertor  plant 
received  during  the  month  other  source 
milk  to  be  allocated  pursuant  to  §  1032.47 
(a)  (6)  or  the  corresponding  step  of 
§  1032.47(b),  the  skim  milk  or  butterfat 
so  transferred  or  diverted  shall  be  classi¬ 
fied  so  as  to  allocate  the  least  possible 
Class  I  utilization  to  such  other  source 
milk;  and 

(3)  If  the  transferor  or  divertor  han¬ 
dler  received  during  the  month  other 
source  milk  to  be  allocated  pursuant  to 
§  1032.47(a)  (10)  or  (11)  or  the  cor¬ 
responding  steps  of  §  1032.47(b),  the 
skim  milk  or  butterfat  so  transferred  or 
diverted,  up  to  the  total  of  the  skim  milk 
and  butterfat,  respectively,  in  such  re¬ 
ceipts  of  other  source  milk,  shall  not  be 
classified  as  Class  I  milk  to  a  greater 
extent  than  would  be  the  case  if  the 
other  source  milk  had  been  received  at 
the  transferee  or  divertee  plant. 

(b)  Transfers  and  diversions  to  other 
order  plants.  Skim  milk  or  butterfat 
transferred  or  diverted  in  the  form  of 
a  fluid  milk  product  or  a  bulk  fluid  cream 
product  from  a  pool  plant  to  an  other 


order  plant  shall  be  classified  in  the  fol¬ 
lowing  manner.  Such  classification  shall 
apply  only  to  the  skim  milk  or  butterfat 
that  is  in  excess  of  any  receipts  at  the 
pool  plant  from  the  other  order  plant  of 
skim  milk  and  butterfat,  respectively,  in 
fluid  milk  products  and  bulk  fluid  cream 
products,  respectively,  that  are  in  the 
same  category  as  described  in  subpara¬ 
graph  (1),  (2),  or  (3)  of  this  paragraph; 

(1)  If  transferred  as  packaged  fluid 
milk  products,  classification  shall  be  in 
the  classes  to  which  allocated  as  a  fluid 
milk  product  under  the  other  order; 

(2)  If  transferred  in  bulk  form,  clas¬ 
sification  shall  be  in  the  classes  to  which 
allocated  under  the  other  order  (in¬ 
cluding  allocation  under  the  conditions 
set  forth  in  subparagraph  (3)  of  this 
paragraph) ; 

(3)  If  the  operators  of  both  plants  so 
request  in  their  reports  of  receipts  and 
utilization  filed  with  their  respective 
market  administrators,  transfers  or  di¬ 
versions  in  bulk  form  shall  be  classified 
as  Class  II  or  Class  III  milk  to  the  extent 
of  such  utilizations  available  for  such 
classification  pursuant  to  the  allocation 
provisions  of  the  other  order; 

(4)  If  information  concerning  the 
classes  to  which  such  transfers  or  diver¬ 
sions  were  allocated  under  the  other 
order  is  not  available  to  the  market  ad¬ 
ministrator  for  the  purpose  of  establish¬ 
ing  classification  under  this  paragraph, 
classification  shall  be  as  Class  I,  subject 
to  adjustment  when  such  information  is 
available; 

(5)  For  purposes  of  this  paragraph,  if 
the  other  order  provides  for  a  different 
number  of  classes  of  utilization  than  is 
provided  for  under  this  part,  skim  milk 
or  butterfat  allocated  to  a  class  consist¬ 
ing  primarily  of  fluid  milk  products  shall 
be  classified  as  Class  I  milk,  and  skim 
milk  or  butterfat  allocated  to  the  other 
classes  shall  be  classified  as  Class  III 
milk;  and 

(6)  If  the  form  in  which  any  fluid 
milk  product  that  is  transferred  to  an 
other  order  plant  is  not  defined  as  a 
fluid  milk  product  under  such  other 
order,  classification  under  this  paragraph 
shall  be  in  accordance  with  the  provisions 
of  §§  1032.41  through  1032.43. 

(c)  Transfers  to  producer-handlers. 
Skim  milk  or  butterfat  transferred  in  the 
following  forms  from  a  pool  plant  to  a 
producer-handler  under  this  or  any  other 
Federal  order  shall  be  classified: 

(1)  As  Class  I  milk,  if  transferred  in 
the  form  of  a  fluid  milk  product;  and 

(2)  In  accordance  with  the  utilization 
assigned  to  it,  if  transferred  in  the  form 
of  a  bulk  fluid  cream  product.  For  this 
purpose,  the  producer-handler’s  utiliza¬ 
tion  of  skim  milk  and  butterfat  in  each 
class,  in  series  beginning  with  Class  III, 
shall  be  assigned  to  the  extent  possible 
to  his  receipts  of  skim  milk  and  butterfat, 
respectively,  in  bulk  fluid  cream  products, 
pro  rata  to  each  source. 

(d)  Transfers  and  diversions  to  other 
nonpool  plants.  Skim  milk  or  butterfat 
transferred  or  diverted  in  the  form  of 
a  fluid  milk  product  or  a  bulk  fluid  cream 
product  from  a  pool  plant  to  a  nonpool 
plant  that  is  not  an  other  order  plant  or 


a  producer-handler  plant  shall  be  clas¬ 
sified  as  Class  I  milk,  subject  to  the  fol¬ 
lowing  conditions: 

(1)  If  the  transferor  or  divertor  han¬ 
dler  so  requests  and  the  conditions  de¬ 
scribed  in  subdivisions  (i)  and  (ii)  of 
this  subparagraph  are  met,  transfers  or 
diversions  in  bulk  form  shall  be  classi¬ 
fied  on  the  basis  of  the  assignment  of 
the  nonpool  plant’s  utilization  to  its  re¬ 
ceipts  as  set  forth  in  subparagraphs  (2) 
through  (7)  of  this  paragraph: 

(1)  The  transferor  or  divertor  handler 
claims  such  classification  in  his  report 
of  receipts  and  utilization  filed  pursuant 
to  §  1032.30  for  the  month  within  which 
such  transaction  occurred;  and 

(ii)  The  nonpool  plant  operator  main¬ 
tains  books  and  records  showing  the 
utilization  of  all  skim  milk  and  butterfat 
received  at  such  plant  which  are  made 
available  for  verification  purposes  if  re¬ 
quested  by  the  market  administrator; 

(2)  Class  I  route  disposition  of  the 
nonpool  plant  in  the  marketing  area  of 
each  Federal  milk  order  and  transfers 
of  packaged  fluid  milk  products  from 
such  nonpool  plant  to  plants  fully  regu¬ 
lated  under  such  order  shall  be  assigned 
to  the  extent  possible: 

(i)  First  to  receipts  of  packaged  fluid 
milk  products  at  such  nonpool  plant 
from  pool  plants;  and 

(ii)  Any  remaining  such  route  dispo¬ 
sition  and  transfers  from  the  nonpool 
plant  shall  be  assigned  pro  rata  to  any 
remaining  unassigned  receipts  of  pack¬ 
aged  fluid  milk  products  at  such  nonpool 
plant  from  other  order  plants; 

(3)  Class  I  disposition  from  the  non¬ 
pool  plant  of  packaged  fluid  milk  prod¬ 
ucts  other  than  that  described  in  sub- 
paragraph  (2)  of  this  paragraph  shall  be 
assigned  pro  rata  to  any  receipts  of 
packaged  fluid  milk  products  at  such 
nonpool  plant  from  pool  plants  and  oth¬ 
er  order  plants  that  remain  unassigned 
after  the  assignment  pursuant  to  sub- 
paragraph  (2)  of  this  paragraph; 

(4)  Class  I  disposition  of  packaged 
fluid  milk  products  described  in  sub- 
paragraph  (2)  of  this  paragraph  that 
was  not  assigned  pursuant  to  such  sub- 
paragraph  and  transfers  of  bulk  fluid 
milk  products  from  the  nonpool  plant  to 
pool  plants  and  other  order  plants,  to  the 
extent  that  such  transfers  and  any  re¬ 
maining  transfers  of  packaged  fluid  milk 
products  to  each  such  pool  plant  and 
other  order  plant  exceed  receipts  of  fluid 
milk  products  from  such  plant  and  that 
such  excess  is  allocated  to  Class  I  at  the 
transferee  plant,  shall  be  assigned  to  the 
extent  possible: 

(i)  First  to  receipts  of  fluid  milk  prod¬ 
ucts  at  such  nonpool  plant  from  pool 
plants  that  remain  unassigned  after  the 
assignments  pursuant  to  subparagraphs 
(2)  and  (3)  of  this  paragraph;  and 

(ii)  Any  remaining  such  Class  I  dispo¬ 
sition  and  transfers  from  the  nonpool 
plant  shall  be  assigned  pro  rata  to  any 
remaining  unassigned  receipts  of  fluid 
milk  products  at  such  nonpool  plant 
from  other  order  plants; 

(5)  Any  remaining  unassigned  Class  I 
utilization  at  the  nonpool  plant  shall  be 
assigned  to  the  extent  possible: 
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(i)  First  to  such  nonpool  plant’s  re¬ 
ceipts  from  dairy  farmers  who  the 
market  administrator  determines  consti¬ 
tute  regular  sources  of  bottling  grade 
milk  for  such  nonpool  plant;  and 
-  (ii)  Any  remaining  unassigned  Class  I 
utilization  shall  be  assigned  to  the  non¬ 
pool  plant’s  receipts  of  bottling  grade 
milk  from  plants  not  fully  regulated 
under  any  Federal  milk  order; 

(6)  Any  remaining  unassigned  re¬ 
ceipts  of  fluid  milk  products  and  bulk 
fluid  cream  products  at  the  nonpool 
plant  from  pool  plants  and  other  order 
plants  shall  be  assigned  pro  rata  to  such 
remaining  unassigned  receipts  from  each 
source  in  sequence  to  any  Class  m  utili¬ 
zation,  then  any  Class  n  utilization,  and 
then  any  remaining  Class  I  utilization 
at  the  nonpool  plant;  and 

(7)  In  determining  the  nonpool  plant’s 
utilization  for  purposes  of  this  para¬ 
graph,  any  fluid  milk  products  and  bulk 
fluid  cream  products  transferred  from 
such  nonpool  plant  to  a  plant  not  fully 
regulated  under  any  Federal  milk  order 
shall  be  classified  on  the  basis  of  the 
second  plant’s  utilization  using  the  same 
assignment  priorities  at  the  second  plant 
that  are  set  forth  in  this  paragraph. 

§  1032.46  Classification  of  producer 
milk. 

Each  month  the  market  administrator 
shall  determine  the  classification  of  pro¬ 
ducer  milk  in  the  following  manner: 

(a)  Correct  for  mathematical  and 
other  obvious  errors  all  reports  filed  pur¬ 
suant  to  §  1032.30  and  compute  sepa¬ 
rately  for  each  pool  plant  and  for  each 
cooperative  association  with  respect  to 
milk  for  which  it  is  the  handler  pursuant 
to  §  1032.9  (c)  or  (d)  the  pounds  of 
skim  milk  and  butterfat,  respectively,  in 
each  class  in  accordance  with  §§  1032.40 
through  1032.45  and  §  1032.48.  For  pur¬ 
poses  of  this  paragraph  and  §  1032.47, 
fluid  cream  products  that  are  received 
from  another  plant  in  packaged  form 
and  disposed  of,  or  held  in  inventory,  in 
the  same  container  in  which  received 
shall  not  be  included  in  a  handler’s  re¬ 
ceipts,  inventory,  or  disposition  unless 
such  products  become  other  source  milk 
pursuant  to  §  1032.15  (b)  or  (c) ; 

(b)  For  each  handler  described  in 
§  1032.9(a),  allocate  in  accordance  with 
§  1032.47  such  handler’s  receipts  of  skim 
milk  and  butterfat  to  his  utilization  of 
skim  milk  and  butterfat  in  each  class, 
subject  to  the  following  conditions: 

(1)  If  the  handler  is  a  cooperative 
association,  such  receipts  and  utilization 
shall  not  include  any  milk  for  which  it 
is  the  handler  pursuant  to  §  1032.9  (c)  or 
(d) ;  and 

(2)  If  the  handler  operates  tjvo  or 
more  pool  plants,  such  receipts  and 
utilization  shall  be  for  all  of  his  pool 
plants  combined  unless  the  handler  re¬ 
quests  in  his  reports  filed  pursuant  to 
§  1032.30  that  the  classification  of  pro¬ 
ducer  milk  be  determined  separately  for 
each  of  his  pool  plants  and  he  has  no 
skim  milk  or  butterfat  that  would  be  allo¬ 
cated  under  §  1032.47(a)  (10)  or  (11)  or 
the  corresponding  steps  of  §  1032.47(b); 
and 


(c)  The  quantity  of  producer  milk  in 
each  class  shall  be  the  following : 

(1)  For  each  cooperative  association 
with  respect  to  milk  for  which  it  is  the 
handler  pursuant  to  §  1032.9  (c)  or  (d), 
the  combined  pounds  of  skim  milk  and 
butterfat  in  each  class  that  were  deter¬ 
mined  pursuant  to  paragraph  (a)  of  this 
section;  and 

(2)  For  each  handler  described  in 
§  1032.9(a),  the  combined  pounds  of 
skim  milk  and  butterfat  remaining  in 
each  class  after  the  computations  pur¬ 
suant  to  §  1032.47(a)  (13)  and  the  cor¬ 
responding  step  of  §  1032.47(b). 

§  1032.47  Allocation  of  receiptx  to  utili¬ 
zation. 

For  the  purpose  of  §  1032.46,  a  han¬ 
dler’s  receipts  shall  be  allocated  to  his 
utilization  as  follows: 

(a)  Skim  milk  shall  be  allocated  in  the 
following  manner: 

(1)  Subtract  from  the  total  pounds  of 
skim  milk  in  Class  in  the  pounds  of  skim 
milk  classified  as  Class  III  milk  pur¬ 
suant  to  §  1032.43(g)  (2) ; 

(2)  Subtract  from  the  total  pounds  of 
skim  milk  in  Class  I  the  pounds  of  skim 
milk  in  receipts  of  packaged  fluid  milk 
products  from  an  unregulated  supply 
plant  to  the  extent  that  an  equivalent 
amount  of  skim  milk  disposed  of  to  such 
plant  by  handlers  fully  regulated  under 
any  Federal  milk  order  is  classified  and 
priced  as  Class  I  milk  and  is  not  used  as 
an  ofTset  for  any  other  payment  obliga¬ 
tion  under  any  order; 

(3)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class  the  pounds 
of  skim  milk  in  fluid  milk  products  re¬ 
ceived  in  packaged  form  from  an  other 
order  plant,  except  that  to  be  subtracted 
pursuant  to  subparagraph  (6)  (vi)  of  this 
paragraph,  as  follows: 

(i)  From  Class  III  milk,  the  lesser  of 
the  pounds  remaining  or  2  percent  of 
such  receipts;  and 

(ii)  From  Class  I  milk,  the  remainder 
of  such  receipts; 

(4)  With  respect  to  a  plant  that  was 
fully  regulated  in  the  immediately  pre¬ 
ceding  month  under  any  Federal  milk 
order  providing  for  a  similar  allocation 
of  beginning  inventories  of  packaged 
fluid  milk  products: 

(i)  Subtract  from  the  remaining 
pounds  of  skim  milk  in  Class  I  the  pounds 
of  skim  milk  in  packaged  fluid  milk 
products  that  are  in  inventory  at  the 
beginning  of  the  month;  and 

(ii)  Subtract  from  the  pounds  of  skim 
milk  in  Class  n  the  pounds  of  skim  milk 
in  packaged  fluid  cream  products  that 
are  in  inventory  at  the  beginning  of  the 
month; 

(5)  Subtract  from  the  remaining 
pounds  of  skim  milk  in  Class  n  the 
pounds  of  skim  milk  in  other  source  milk 
(except  that  received  in  the  form  of  a 
fluid  milk  product  or  a  fluid  cream  prod¬ 
uct)  that  is  added  to,  or  used  to  produce, 
any  product  specified  in  §  1032.42; 

(6)  Subtract  in  the  order  specified 
below  from  the  pounds  of  skim  milk  re¬ 
maining  in  each  class,  in  series  begin¬ 
ning  with  Class  m,  the  pounds  of  skim 
milk  in  each  of  the  following : 


(i)  Other  source  milk  (except  that  re¬ 
ceived  in  the  form  of  a  fluid  milk  prod¬ 
uct)  that  was  not  subtracted  pursuant  to 
subparagraph  (5)  of  this  paragraph; 

(ii)  Receipts  of  fluid  milk  products 
(except  filled  milk)  for  which  bottling 
grade  certification  is  not  established; 

(iii)  Receipts  of  fluid  milk  products 
from  unidentified  sources; 

(iv)  Receipts  of  fluid  milk  products 
from  a  producer-handler  as  defined 
under  this  or  any  other  Federal  milk 
order; 

(v)  Receipts  of  reconstituted  skim 
milk  in  filled  milk  from  an  unregulated 
supply  plant  that  were  not  subtracted 
pursuant  to  subparagraph  (2)  of  this 
paragraph;  and 

(vi)  Receipts  of  reconstituted  skim 
milk  in  filled  milk  from  an  other  order 
plant  that  is  regulated  under  any  Federal 
milk  order  providing  for  individual- 
handler  pooling,  to  the  extent  that  re¬ 
constituted  skim  milk  is  allocated  to 
Class  I  at  the  transferor  plant; 

(7)  Subtract  in  the  order  specified 
below  from  the  pounds  of  skim  milk  re¬ 
maining  in  Class  II  and  Class  III,  in  se¬ 
quence  beginning  with  Class  III,  but  not 
in  excess  of  such  quantities,  the  pounds 
of  skim  milk  in  each  of  the  following: 

(i)  Receipts  of  fluid  milk  products 
from  an  unregulated  supply  plant  that 
were  not  subtracted  pursuant  to  subpara¬ 
graphs  (2)  and  (6)  (v)  of  this  para¬ 
graph: 

(a)  For  which  the  handler  requests 
Class  n  or  Class  in  classification;  or 

(b)  Which  are  in  excess  of  the  pounds 
of  skim  milk  determined  by  multiplying 
the  pounds  of  skim  milk  remaining  in 
Class  I  by  1.25  and  subtracting  the  sum 
of  the  pounds  of  skim  milk  in  receipts  of 
producer  milk,  fluid  milk  products  from 
pool  plants  of  other  handlers  (or  any  pool 
plant  if  allocation  is  on  an  individual 
plant  basis) ,  and  bulk  fluid  milk  products 
from  other  order  plants  that  were  not 
subtracted  pursuant  to  subparagraph  (6) 
(vi)  of  this  paragraph;  and 

(ii)  Receipts  of  bulk  fluid  milk  prod¬ 
ucts  from  an  other  order  plant  that  are 
in  excess  of  bulk  fluid  milk  products 
transferred  or  diverted  to  such  plant  and 
that  were  not  subtracted  pursuant  to 
subparagraph  (6)  (vi)  of  this  paragraph, 
if  Class  II  or  Class  m  classification  is 
requested  by  the  operator  of  the  other 
order  plant  and  the  handler; 

(8)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class,  in  series  be¬ 
ginning  with  Class  in,  the  pounds  of 
skim  milk  in  inventory  at  the  beginning 
of  the  month  of  fluid  milk  products  and 
fluid  cream  products  that  were  not  sub¬ 
tracted  pursuant  to  subparagraph  (4)  of 
this  paragraph; 

(9)  Add  to  the  remaining  pounds  of 
skim  milk  in  Class  HI  the  pounds  sub¬ 
tracted  pursuant  to  subparagraph  (1)  of 
this  paragraph; 

( 10)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class,  pro  rata 
to  such  quantities  in  Class  I  and  in 
Class  n  and  Class  m  combined,  with  the 
quantity  prorated  to  Class  n  and  Class 
in  combined  being  subtracted  first  from 
Class  in  and  then  from  Class  U,  the 
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pounds  of  skim  milk  in  receipts  of  fluid 
milk  products  from  an  unregulated  sup¬ 
ply  plant  that  were  not  subtracted  pur¬ 
suant  to  subparagraphs  (2),  (6)  (v),  and 
(7)  (i)  of  this  paragraph  and  that  were 
not  offset  by  transfers  of  fluid  milk  prod¬ 
ucts  to  the  same  unregulated  supply  plant 
from  which  fluid  milk  products  to  be  al¬ 
located  at  this  step  were  received; 

(11)  Subtract  in  the  order  specified 
below  from  the  pounds  of  skim  milk  re¬ 
maining  in  each  class  the  pounds  of  skim 
milk  in  receipts  of  bulk  fluid  milk  prod¬ 
ucts  from  an  other  order  plant  that  are 
in  excess  of  bulk  fluid  milk  products 
transferred  or  diverted  to  such  plant  and 
that  were  not  subtracted  pursuant  to 
subparagraphs  (6)(v)  and  (7)(ii)  of 
this  paragraph; 

(i)  Prom  each  class,  in  series  begin¬ 
ning  with  Class  III,  the  pounds  deter¬ 
mined  by  multiplying  the  pounds  of  such 
net  receipts  by  the  larger  of  the  percent¬ 
age  of  estimated  combined  Class  II  and 
Class  III  utilization  of  skim  milk  an¬ 
nounced  for  the  month  by  the  market 
administrator  pursuant  to  §  1032.22 (k) 
or  the  percentage  that  the  combined 
Class  II  and  Class  III  utilization  remain¬ 
ing  is  of  the  total  remaining  utilization 
of  skim  milk  of  the  handler;  and 

(ii)  From  Class  I,  the  remainder  of 
such  receipts; 

(12)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class  the  pounds 
of  skim  milk  in  fluid  milk  products  and 
bulk  fluid  cream  products  from  pool 
plants  of  other  handlers  (or  any  pool 
plant  if  allocation  is  on  an  individual 
plant  basis)  according  to  the  classifica¬ 
tion  of  such  products  pursuant  to 
§  1032.45(a);  and 

(13)  If  the  total  pounds  of  skim  milk 
remaining  in  all  classes  exceed  the 
pounds  of  skim  milk  in  producer  milk, 
subtract  such  excess  from  the  pounds  of 
milk  remaining  in  each  class  in  series 
beginning  with  Class  ni.  Any  amount  so 
subtracted  shall  be  known  as  “overage”; 
and 

(b)  Butterfat  shall  be  allocated  in 
accordance  with  the  procedure  outlined 
for  skim  milk  in  paragraph  (a)  of  this 
section. 

§  1032.48  Responsibility  of  handlers 
and  reelassifieation  of  milk. 

(a)  All  skim  milk  and  butterfat  shall 
be  classified  as  Class  I  milk  unless  the 
handler  who  first  receives  such  skim  milk 
or  butterfat  proves  to  the  market  ad¬ 
ministrator  that  such  skim  milk  or  but¬ 
terfat  should  be  classified  otherwise.  In 
the  case  of  milk  received  from  producers 
by  a  handler  described  in  §  1032.9(d)  for 
delivery  to  a  pool  plant,  such  handler 
shall  have  the  burden  of  proving  the 
classification  of  skim  milk  and  butterfat 
in  the  milk  specified  in  §  1032.14(a)  (2), 
and  the  operator  of  such  pool  plant  shall 
have  the  burden  of  proving  the  classifi¬ 
cation  of  skim  milk  and  butterfat  in  the 
milk  specified  in  §  1032.14(a)(1). 

(b)  Milk  received  by  a  pool  plant  op¬ 
erator  from  a  handler  described  in 
§  1032.9(d)  shall  be  classified  accord¬ 
ing  to  the  use  or  disposition  of  the  milk 
at  such  pool  plant  and  the  value  of  the 


milk  at  class  prices  shall  be  included  in 
the  operator’s  pool  obligation  pursuant 
to  §  1032.70. 

(c)  If  verification  by  the  market  ad¬ 
ministrator  discloses  that  the  original 
classification  of  skim  milk  or  butterfat 
was  incorrect,  such  skim  milk  or  butter¬ 
fat  shall  be  reclassified. 

10.  Section  1032.51  is  revised  as  fol¬ 
lows: 

§  1032.51  Class  prices. 

Subject  to  the  provisions  of  §§  1032.52 
and  1032.53,  the  class  prices  per  hun¬ 
dredweight  for  the  month  shall  be  as 
follows: 

(a)  Class  I  price.  The  Class  I  price 
shall  be  the  Class  I  price  pursuant  to 
Part  1062  of  this  chapter  (St.  Louis- 
Ozarks)  minus  7  cents. 

(b)  Class  II  price.  The  Class  II  price 
shall  be  the  basic  formula  price  for  the 
month  plus  20  cents. 

(c)  Class  III  price.  The  Class  III  price 
shall  be  the  basic  formula  price  for  the 
month. 

11.  Section  1032.52  is  revised  as  fol¬ 
lows: 

§  1032.52  Butterfat  differential. 

For  milk  containing  more  or  less  than 
3.5  percent  butterfat,  the  class  prices 
specified  in  §  1032.51  and  the  uniform 
price  specified  in  §  1032.71  shall  be  in¬ 
creased  or  decreased,  respectively,  for 
each  one-tenth  percent  butterfat  vari¬ 
ation  from  3.5  percent  by  an  amount, 
rounded  to  the  nearest  one-tenth  cent, 
that  is  equal  to  the  Chicago  butter  price 
for  the  month  multiplied  by  0.115. 

12.  Section  1032.53  is  revised  as  fol¬ 
lows: 

§  1032.53  Location  adjustments  to  han¬ 
dlers. 

(a)  For  producer  milk  received  at  a 
pool  plant  which  is  classified  as  Class  I 
milk  and  eligible  pursuant  to  paragraph 
(b)  or  (c)  of  this  section  for  location  ad¬ 
justment,  the  Class  I  price  specified  in 
§  1032.51(a)  shall  be  adjusted  for  the 
location  of  such  plant  by  the  following 
amount: 

(1)  At  a  plant  in  the  southern  zone, 
plus  7  cents; 

(2)  At  a  plant  in  the  northern  zone, 
minus  7  cents; 

(3)  At  a  plant  outside  the  marketing 
area,  minus  15  cents  if  such  plant  is  100 
or  more  miles  from  the  city  or  village 
limits  of  Alton,  Robinson,  or  Vandalia, 
Ill.,  whichever  is  nearest,  and  minus  an 
additional  1.5  cents  for  each  10  miles  or 
fraction  thereof  that  such  distance  ex¬ 
ceeds  110  miles:  Provided,  That  the  ad¬ 
justment  at  a  plant  outside  the  market¬ 
ing  area  and  in  the  State  of  Illinois 
south  of  the  northernmost  boundaries 
of  the  Illinois  counties  of  Adams  and 
Schuyler  and  at  a  plant  in  the  Indiana 
counties  of  Fountain,  Parke,  Vermil¬ 
lion,  and  Warren  shall  be  the  same  as 
for  a  pool  plant  located  in  the  northern 
zone;  and 

(4)  In  determining  location  adjust¬ 
ments,  mileage  shall  be  based  on  the 
shortest  hard-surfaced  highway  dis¬ 
tance  as  determined  by  the  market  ad¬ 
ministrator. 


(b)  If  skim  milk  and  butterfat  are  al¬ 
located  on  an  individual  plant  basis  pur¬ 
suant  to  §  1032.47,  the  quantity  of  milk 
received  at  the  plant  as  producer  milk 
or  by  diversion  from  another  pool  plant 
that  shall  be  subject  to  any  location  ad¬ 
justment  applicable  at  such  plant  shall 
be  determined  as  follows: 

(1)  From  the  total  pounds  of  Class  I 
skim  milk  and  butterfat,  respectively,  at 
such  plant  subtract  any  beginning  in¬ 
ventory  and  other  source  milk  allocated 
to  Class  I  pursuant  to  §  1032.47  (a)  and 
(b)  and  any  Class  I  transfers  to  other 
pool  plants; 

(2)  The  amount  of  Class  I  transfers 
from  such  plant  to  other  pool  plants  that 
is  eligible  for  a  location  adjustment  shall 
be  determined  at  the  transferee  plant 
as  follows: 

<i)  From  the  total  pounds  of  Class  I 
skim  milk  and  butterfat,  respectively,  at 
such  transferee  plant  (excluding  Class 
I  transfers  to  other  pool  plants  that  are 
not  eligible  for  location  adjustment  as 
determined  at  such  other  pool  plants) 
subtract  any  beginning  inventory  and 
other  source  milk  allocated  to  Class  I 
pursuant  to  §  1032.47  (a)  and  (b) ; 

(ii)  From  the  remaining  pounds  of 
Class  I  skim  milk  and  butterfat,  re¬ 
spectively,  subtract  95  percent  of  the 
skim  milk  and  butterfat,  respectively,  in 
receipts  at  such  transferee  plant  of  pro¬ 
ducer  milk  and  by  diversion  from  other 
pool  plants; 

(iii)  Assign  the  remaining  amount  of 
Class  I  skim  milk  and  butterfat  to  fluid 
milk  products  received  by  transfer  from 
other  pool  plants  in  sequence  beginning 
with  receipts  from  the  plant  having  the 
highest  Class  I  price;  and 

(iv)  The  amount  of  Class  I  transfers 
eligible  for  location  adjustment  at  each 
transferor  plant  shall  be  the  quantity 
assigned  pursuant  to  subdivision  (iii) 
of  this  subparagraph  or  the  quantity 
of  Class  I  skim  milk  and  butterfat  trans¬ 
ferred  from  such  plant  to  the  transferee 
plant,  whichever  is  less;  and 

(3)  The  sum  of  the  quantities  deter¬ 
mined  pursuant  to  subparagraphs  (1) 
and  (2)  (iv)  of  this  paragraph,  or  the 
total  pounds  of  milk  received  at  the  plant 
as  producer  milk  and  by  diversion  from 
another  pool  plant,  whichever  is  less, 
shall  be  the  total  quantity  of  milk  eligible 
for  location  adjustment  at  such  plant. 

(c)  If  skim  milk  and  butterfat  are 
allocated  on  a  system  basis  pursuant  to 
§  1032.47,  the  quantity  of  milk  received 
at  each  plant  as  producer  milk  or  by 
diversion  from  another  pool  plant  that 
shall  be  subject  to  any  location  adjust¬ 
ment  applicable  at  such  plant  shall  be 
determined  as  follows: 

(1)  Assign  to  the  skim  milk  and  but¬ 
terfat,  respectively,  in  the  combined 
Class  II  and  Class  III  utilization  at  each 
plant  of  the  handler  (excluding  any  such 
utilization  at  each  plant  based  on  trans¬ 
fers  to  other  pool  plants  of  the  handler) 
any  beginning  inventory  and  other 
source  milk  receipts  at  such  plant  of  the 
respective  category  allocated  to  such 
combined  class  uses  pursuant  to  each 
subparagraph  of  §  1032.47(a)  and  the 
corresponding  step  of  §  1032.47(b).  If 
the  same  category  of  other  source  milk 
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to  be  assigned  to  the  combined  Class  II 
and  Class  HI  utilization  was  received  at 
two  or  more  plants  of  the  handler,  such 
other  source  milk  shall  be  assigned  first 
to  the  combined  Class  II  and  Class  III 
utilization  at  the  plant  where  the  lowest 
Class  I  price  applies  and  then  in  sequence 
to  such  utilization  at  plants  having  the 
next  higher  Class  I  prices  (excluding  in 
each  case  utilization  based  on  transfers 
to  his  other  pool  plants).  To  the  extent 
that  combined  Class  II  and  Class  III 
utilization  of  beginning  inventory  and 
other  source  milk  remains  unassigned, 
such  remainder  shall  be  assigned  first  to 
the  remaining  combined  Class  n  and 
Class  III  utilization  at  the  plant  where 
the  lowest  Class  I  price  applies  and  then 
in  sequence  to  such  utilization  at  plants 
having  the  next  higher  Class  I  prices; 

(2)  From  the  total  pounds  of  Class  I 
skim  milk  and  butterfat,  respectively,  at 
each  plant  of  the  handler  (excluding 
transfers  to  his  other  pool  plants  and 
Class  I  transfers  to  pool  plants  of  other 
handlers)  subtract  the  pounds  of  skim 
milk  and  butterfat  in  the  respective  cate¬ 
gory  of  other  source  milk  received  and 
beginning  inventory  at  such  plant  which 
exceed  the  quantities  assigned  to  Class 
II  and  Class  HI  utilization  at  such  plant 
pursuant  to  subparagraph  (1)  of  this 
paragraph; 

(3)  The  amount  of  transfers  from 
each  plant  to  other  pool  plants  of  the 
handler  operating  such  plant  and  Class  I 
transfers  to  pool  plants  of  other  han¬ 
dlers  that  are  eligible  for  a  location  ad¬ 
justment  shall  be  determined  at  the 
transferee  plant  as  follows: 

(i)  To  the  pounds  of  Class  I  skim 
milk  and  butterfat,  respectively,  remain¬ 
ing  at  the  transferee  plant  after  the 
computation  pursuant  to  subparagraph 

(2)  of  thi£  paragraph  add  any  Class  I 
transfers  from  such  plant  to  other  pool 
plants  that  are  eligible  for  location  ad¬ 
justment  as  determined  at  the  plants 
to  which  such  transfers  were  made,  and 
then  subtract  95  percent  of  the  skim  milk 
and  butterfat,  respectively,  in  receipts 
at  such  transferee  plant  of  producer 
milk  and  by  diversion  from  other  pool 
plants; 

(ii)  Assign  the  remaining  amount  of 
Class  I  skim  milk  and  butterfat  to  fluid 
milk  products  received  by  transfer  from 
other  pool  plants  in  sequence  beginning 
with  receipts  from  the  plant  having  the 
highest  Class  I  price;  and 

(iii)  The  amount  of  Class  I  transfers 
eligible  for  location  adjustment  at  each 
transferor  plant  shall  be  the  quantity 
assigned  pursuant  to  subdivision  (ii)  of 
this  subparagraph  or  the  quantity  of 
Class  I  skim  milk  and  butterfat  trans¬ 
ferred  from  such  plant  to  the  transferee 
plant,  whichever  is  less;  and 

(4)  The  sum  of  the  quantities  deter¬ 
mined  pursuant  to  subparagraphs  (2) 
and  (3Miii)  of  this  paragraph,  or  the 
total  pounds  of  milk  received  at  the 
plant  as  producer  milk  and  by  diversion 
from  another  pool  plant,  whichever  is 
less,  shall  be  the  total  quantity  of  milk 
eligible  for  location  adjustment  at  such 
plant. 


(d)  The  Class  I  price  applicable  to 
other  source  milk  shall  be  adjusted  at 
the  rates  set  forth  in  paragraph  (a)  of 
this  section,  except  that  the  adjusted 
Class  I  price  shall  not  be  less  than  the 
Class  III  price. 

13.  In  §  1032.61(e),  subparagraph  (2) 
is  revised  as  follows: 

§  1032.61  Plants  subject  to  other  Fed¬ 
eral  orders. 

•  •  •  •  • 

(e)  *  *  * 

(2 >  Compute  the  value  of  the  reconsti¬ 
tuted  skim  milk  assigned  in  subpara¬ 
graph  (1)  of  this  paragraph  to  route 
disposition  in  this  marketing  area  by 
multiplying  the  quantity  of  such  skim 
milk  by  the  difference  between  the  Class 
I  price  under  this  part  that  is  applicable 
at  the  location  of  the  other  order  plant 
(but  not  to  be  less  than  the  Class  III 
price)  and  the  Class  m  price. 

14.  Section  1032.62  is  revised  as 
follows: 

§  1032.62  Obligation  of  handler  oper¬ 
ating  a  partially  regulated  distribut¬ 
ing  plant. 

Each  handler  who  operates  a  partially 
regulated  distributing  plant  shall  pay 
on  or  before  the  25th  day  after  the  end 
of  the  month  to  the  market  administra¬ 
tor  for  the  producer-settlement  fund  the 
amount  computed  pursuant  to  para¬ 
graph  (a)  of  this  section.  If  the  handler 
submits  pursuant  to  §§  1032.30(c)  and 
1032.32(b)  the  information  necessary  for 
making  the  computations,  such  handler 
may  elect  to  pay  in  lieu  of  such  payment 
the  amount  computed  pursuant  to  para¬ 
graph  (b)  of  this  section: 

(a)  The  payment  under  this  para¬ 
graph  shall  be  the  amount  resulting  from 
the  following  computations: 

(1)  Determine  the  pounds  of  skim 
milk  and  butterfat,  respectively,  in  the 
partially  regulated  distributing  plant’s 
route  disposition  in  the  marketing  area; 

(2)  Subtract  the  pounds  of  skim  milk 
and  butterfat,  respectively,  received  at 
the  partially  regulated  distributing 
plant: 

(i)  As  Class  I  milk  from  pool  plants 
and  other  order  plants,  except  that  sub¬ 
tracted  under  a  similar  provision  of 
another  Federal  milk  order;  and 

(ii)  From  another  nonpool  plant  that 
is  not  an  other  order  plant  to  the  extent 
that  an  equivalent  amount  of  skim  milk 
or  butterfat  disposed  of  to  such  nonpool 
plant  by  handlers  fully  regulated  under 
any  Federal  milk  order  is  classified  and 
priced  as  Class  I  milk  and  is  not  used 
as  an  offset  for  any  other  payment  obli¬ 
gation  under  any  order; 

(3)  Subtract  the  pounds  of  reconsti¬ 
tuted  skim  milk  in  the  partially  regulated 
distributing  plant’s  route  disposition  in 
the  marketing  area; 

(4)  Combine  the  remaining  pounds  of 
skim  milk  and  butterfat  and  multiply 
the  total  by  the  difference  between  the 
Class  I  price  and  the  weighted  average 
price,  both  prices  to  be  applicable  at  the 
location  of  the  partially  regulated  dis¬ 
tributing  plant  (but  not  to  be  less  than 
the  Class  III  price) ;  and 


(5)  Add  the  amount  obtained  from 
multiplying  the  pounds  of  reconstituted 
skim  milk  specified  in  subparagraph  (3) 
of  this  paragraph  by  the  difference  be¬ 
tween  the  Class  I  price  applicable  at  the 
location  of  the  partially  regulated  dis¬ 
tributing  plant  (but  not  to  be  less  than 
the  Class  m  price)  and  the  Class  III 
price. 

(b)  The  payment  under  this  para¬ 
graph  shall  be  the  amount  resulting  from 
the  following  computations: 

(1)  Determine  the  obligation  that 
would  have  been  computed  pursuant  to 
§  1032.70  for  the  partially  regulated  dis¬ 
tributing  plant  if  the  plant  had  been  a 
pool  plant,  subject  to  the  following 
modifications : 

(i)  Fluid  milk  products  and  bulk  fluid 
cream  products  received  at  the  partially 
regulated  distributing  plant  from  a  pool 
plant  or  an  other  order  plant  shall  be 
allocated  at  the  partially  regulated  dis¬ 
tributing  plant  to  the  same  class  in 
which  such  products  were  classified  at 
the  fully  regulated  plant; 

(ii)  Fluid  milk  products  and  bulk  fluid 
cream  products  transferred  from  the 
partially  regulated  distributing  plant  to 
a  pool  plant  or  an  other  order  plant  shall 
be  classified  at  the  partially  regulated 
distributing  plant  in  the  class  to  which 
allocated  at  the  fully  regulated  plant. 
Such  transfers  shall  be  allocated  to  the 
extent  possible  to  those  receipts  at  the 
partially  regulated  distributing  plant 
from  pool  plants  and  other  order 
plants  that  are  classified  in  the  cor¬ 
responding  class  pursuant  to  sub¬ 
division  (i)  of  this  subparagraph.  Any 
such  transfers  remaining  after  the  above 
allocation  which  are  classified  in  Class  I 
and  on  which  an  obligation  is  computed 
for  the  handler  operating  the  partially 
regulated  distributing  plant  pursuant  to 
§  1032.70  shall  be  priced  at  the  uniform, 
price  (or  at  the  weighted  average  price 
if  such  is  provided)  of  the  respective 
order  regulating  the  handling  of  milk  at 
the  transferee  plant,  with  such  uniform 
price  adjusted  to  the  location  of  the  non- 
pool  plant  (but  not  to  be  less  than  the 
lowest  class  price  of  the  respective  or¬ 
der),  except  that  transfers  of  reconsti¬ 
tuted  skim  milk  in  filled  milk  shall  be 
priced  at  the  lowest  class  price  of  the 
respective  order;  and 

(iii)  If  the  operator  of  the  partially 
regulated  distributing  plant  so  requests, 
in  lieu  of  the  obligation  pursuant  to 
§  1032.70(f)  and  the  credit  specified  in 
§  1032.84(b)(2),  the  obligation  for  such 
handler  shall  include  a  similar  obliga¬ 
tion  for  each  nonpool  plant  that  is  not 
an  other  order  plant  which  serves  as  a 
supply  plant  for  such  partially  regulated 
distributing  plant  by  making  shipments 
to  the  partially  regulated  distributing 
plant  during  the  month  equivalent  to  the 
requirements  of  §  1032.12  (b)  and  (c>, 
subject  to  the  following  conditions: 

(a>  The  operator  of  the  partially  reg¬ 
ulated  distributing  plant  submits  with 
his  reports  filed  pursuant  to  §5  1032.30 

(c)  and  1032.32(b)  similar  reports  for 
each  such  nonpool  supply  plant; 

<b)  The  operator  of  such  nonpool 
supply  plant  maintains  books  and  rec- 
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ords  showing  the  utilization  of  all  skim 
milk  and  butterfat  received  at  such  plant 
which  are  made  available  if  requested 
by  the  market  administrator  for  verifica¬ 
tion  purposes;  and 

(c)  The  obligation  for  such  nonpool 
supply  plant  shall  be  determined  in  the 
same  manner  prescribed  for  computing 
the  obligation  of  such  partially  regu¬ 
lated  distributing  plant;  and 

(2)  From  the  obligation  computed 
pursuant  to  subparagraph  (1)  of  this 
paragraph,  subtract: 

(i)  The  gross  payments  by  the  opera¬ 
tor  of  such  partially  regulated  distribut¬ 
ing  plant  for  bottling  grade  milk  re¬ 
ceived  at  the  plant  during  the  month 
from  dairy  farmers; 

(ii)  If  subparagraph  (l)(iii)  of  this 
paragraph  applies,  the  gross  payments 
by  the  operator  of  such  nonpool  supply 
plant  for  bottling  grade  milk  received 
at  the  plant  during  the  month  from  dairy 
farmers;  and 

(iii)  The  payments  by  the  operator 
of  the  partially  regulated  distributing 
plant  to  the  producer-settlement  fund  of 
another  order  under  which  such  plant 
is  also  a  partially  regulated  distributing 
plant  and  like  payments  by  the  opera¬ 
tor  of  the  nonpool  supply  plant  if  subpar¬ 
agraph  (1)  (iii)  of  this  paragraph  applies. 

15.  Section  1032.70  is  revised  as 
follows: 

§  1032.70  Compulution  of  the  net  pool 
obligation  of  each  handler. 

The  monthly  net  pool  obligation  of 
each  handler  described  in  §  1032.9  (a), 
(c),  and  (d)  shall  be  determined  for 
such  handler,  or  for  each  pool  plant  of 
such  handler  if  the  allocations  pursuant 
to  §  1032.47  are  on  an  individual  plant 
basis  and  the  handler  requests  separate 
statements.  Such  obligation  shall  be  a 
sum  of  money  computed  by  the  market 
administrator  as  follows: 

(a)  Multiply  the  pounds  of  producer 
milk  in  each  class  determined  pursuant 
to  §  1032.46  by  the  applicable  class  price 
and  add  the  resulting  amounts; 

<b)  Add  the  amounts  obtained  from 
multiplying  the  pounds  of  overage  sub¬ 
tracted  from  each  class  pursuant  to 
§  1032.47(a)  (13)  and  the  corresponding 
step  of  §  1032.47(b)  by  the  respective 
class  price  applicable  at  the  location 
of  the  pool  plant; 

(c)  Add  the  amount  obtained  from 
multiplying  the  difference  between  the 
Class  III  price  for  the  preceding  month 
and  the  Class  I  price  applicable  at  the 
location  of  the  pool  plant  or  the  Class 
II  price,  as  the  case  may  be,  for  the 
current  month  by  the  hundred-weight 
of  skim  milk  and  butterfat  subtracted 
from  Class  I  and  Class  II  pursuant  to 
5  1032.47(a)(8)  and  the  corresponding 
step  of  §  1032.47(b) ; 

(d)  Add  the  amount  obtained  from 
multiplying  the  difference  between  the 
Class  I  price  applicable  at  the  location 
of  the  pool  plant  and  the  Class  III  price 
by  the  hundredweight  of  skim  milk  and 
butterfat  subtracted  from  Class  I  pur¬ 
suant  to  §  1032.47(a)  (6)  (i)  through 

(iv)  and  the  corresponding  step  of 
§  1032.47(b),  excluding  receipts  of  bulk 


fluid  cream  products  from  an  other  order 
plant; 

(e)  Add  the  amount  obtained  from 
multiplying  the  difference  between  the 
Class  I  price  applicable  at  the  location  of 
the  transferor  plant  and  the  Class  III 
price  by  the  hundredweight  of  skim  milk 
and  butterfat  subtracted  from  Class  I 
pursuant  to  §  1032.47(a)  (6)  (v)  and  (vi) 
and  the  corresponding  step  of  §  1032.47 

(b); 

(f)  Add  the  amount  obtained  from 
multiplying  the  Class  I  price  applicable 
at  the  location  of  the  nearest  nonpool 
plants  from  which  an  equivalent  volume 
was  received  by  the  pounds  of  skim  milk 
and  butterfat  subtracted  from  Class  I 
pursuant  to  §  1032.47(a)  (10)  and  the 
corresponding  step  of  §  1032.47(b),  ex¬ 
cluding  such  skim  milk  and  butterfat  in 
receipts  of  bulk  fluid  milk  products  from 
an  unregulated  supply  plant  to  the  extent 
that  an  equivalent  amount  of  skim  milk 
or  butterfat  disposed  of  to  such  plant  by 
handlers  fully  regulated  under  any  Fed¬ 
eral  milk  order  is  classified  and  priced 
as  Class  I  milk  and  is  not  used  as  an  off¬ 
set  for  any  other  payment  obligation 
under  any  order;  and 

(g)  For  the  first  month  that  this  para¬ 
graph  is  effective,  subtract  the  amount 
obtained  from  multiplying  the  difference 
between  the  Class  I  price  for  the  preced¬ 
ing  month  and  the  Class  II  price  for  the 
current  month  by  the  hundredweight  of 
skim  milk  and  butterfat  in  any  products 
specified  in  §  1032.42  (a)  and  (b)  that 
were  in  Class  I  inventory  at  the  end  of 
the  preceding  month. 

16.  In  §  1032.71,  paragraph  (c)  is  re¬ 
vised  as  follows: 

§  1032.71  Compulation  of  the  uniform 
price. 

***** 

(c)  Subtract,  if  the  average  butterfat 
content  of  the  milk  specified  in  para¬ 
graph  (e)  of  this  section  is  more  than 
3.5  percent,  or  add,  if  such  butterfat 
content  is  less  than  3.5  percent,  the 
amount  obtained  by  multiplying  the 
amount  by  which  the  average  butterfat 
content  of  such  milk  varies  from  3.5  per¬ 
cent  by  the  butterfat  differential  speci¬ 
fied  in  §  1032.52,  and  multiply  the  result 
by  the  total  hundredweight  of  such  milk; 
***** 

17.  In  §  1032.72,  paragraph  (b)  is  re¬ 
vised  as  follows: 

§  1032.72  Notification  of  handlers. 

*  *  *  *  * 

(b)  The  uniform  price  computed  pur¬ 
suant  to  §  1032.71  and  the  butterfat  dif¬ 
ferential  computed  pursuant  to  §  1032.52; 
and 

***** 

18.  In  §  1032.80(a),  subparagraph  (1) 
and  the  introductory  text  of  subpara¬ 
graph  (2)  are  revised  as  follows: 

§  1032.80  Time  and  method  of  payment 
for  producer  milk. 

(a)  *  *  * 

(1)  On  or  before  the  last  day  of  each 
month  to  each  producer  who  did  not 
discontinue  shipping  milk  to  such  han¬ 


dler  before  the  25th  day  of  the  month  an 
amount  equal  to  not  less  than  the  Class 
III  price  for  the  preceding  month  multi¬ 
plied  by  the  hundredweight  of  milk  re¬ 
ceived  from  such  producer  during  the 
first  15  days  of  the  month,  less  proper 
deductions  authorized  by  such  producer 
to  be  made  from  payments  due  pursu¬ 
ant  to  this  subparagraph; 

(2)  On  or  before  the  20th  day  of  the 
following  month  to  each  producer,  an 
amount  equal  to  not  less  than  the  uni¬ 
form  price,  as  adjusted  pursuant  to 
§§  1032.52  and  1032.82,  multiplied  by  the 
hundredweight  of  milk  received  from 
such  producer  during  the  month,  subject 
to  the  following  adjustments; 

***** 

§  1032.81  l  Revoked  ] 

19.  Section  1032.81  is  revoked. 

20.  Section  1032.82  is  revised  as  follows: 

§  1032.82  Location  differentials  to  pro¬ 
ducers  and  on  nonpool  milk. 

(a)  The  uniform  price  for  producer 
milk  received  at  a  pool  plant  shall  be  ad¬ 
justed  according  to  the  location  of  the 
pool  plant  at  the  rates  set  forth  in 
§  1032.53(a) ;  and 

(b)  The  weighted  average  price  appli¬ 
cable  to  other  source  milk  shall  be  sub¬ 
ject  to  the  same  adjustments  applicable 
to  the  uniform  price  under  paragraph 
(a)  of  this  section,  except  that  the  ad¬ 
justed  weighted  average  price  shall  not 
be  less  than  the  Class  in  price. 

21.  In  §  1032.84(b),  subparagraph  (2) 
is  revised  as  follows: 

§  1032.84  Payments  to  the  producer- 
settlement  fund. 

***** 

(b)  *  *  * 

(2)  The  value  at  the  weighted  average 
price  applicable  at  the  location  of  the 
plants  from  which  received  of  other 
source  milk  for  which  a  value  is  com¬ 
puted  pursuant  to  5  1032.70(f). 

22.  Section  1032.87  is  revised  as 
follows: 

§  1032.87  Expense  of  administration. 

As  his  pro  rata  share  of  the  expense 
of  administering  the  order,  each  han¬ 
dler  (excluding  a  cooperative  association 
in  its  capacity  as  a  handler  pursuant  to 
§  1032.9(d)  with  respect  to  milk  delivered 
to  pool  plants)  shall  pay  to  the  market 
administrator  on  or  before  the  20th  day 
after  the  end  of  the  month  5  cents  per 
hundredweight,  or  such  lesser  amount  as 
the  Secretary  may  prescribe,  with  re¬ 
spect  to: 

(a)  His  producer  milk  (including  such 
handler's  own  production) ; 

(b)  Other  source  milk  allocated  to 
Class  I  pursuant  to  §  1032.47(a)  (6)  and 
(10)  and  the  corresponding  steps  of 
§  1032.47(b),  except  such  other  source 
milk  on  which  no  handler  obligation  ap¬ 
plies  pursuant  to  §  1032.70(f) ;  and 

(c)  Class  I  milk  disposed  of  on  a  route 
in  the  marketing  area  from  a  partially 
regulated  distributing  plant  that  exceeds 
the  skim  milk  and  butterfat  subtracted 
pursuant  to  §  1032.62(a)  (2). 
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PART  1046— MILK  IN  THE  LOUISVILLE- 
L  EX  I NGTON-  EVANSVILLE  MAR. 
KETING  AREA 

1.  Section  1046.11  is  revised  as  follows: 

§  1046.11  Country  plant. 

“Country  plant”  means  a  milk  plant, 
other  than  a  city  plant,  which  is  ap¬ 
proved  by  a  duly  constituted  health  au¬ 
thority  to  supply  milk  or  skim  milk  to 
a  city  plant(s)  for  disposition  as  “Grade 
A”  milk  and  at  which  milk  is  received 
during  the  month  from  persons  described 
in  §  1046.7(a)  or  from  a  cooperative  as¬ 
sociation  in  its  capacity  as  a  handler 
pursuant  to  §  1046.8(c). 

2.  In  §  1046.12,  paragraphs  (b)  and  (c) 
are  revised  as  follows : 

§  1046.12  Pool  plant. 

***** 

(b)  A  country  plant  during  any  of  the 
months  of  October  through  March  from 
which  not  less  than  50  percent,  and  dur¬ 
ing  other  months  not  less  than  40  per¬ 
cent,  of  the  receipts  of  milk  at  such  plant 
from  persons  described  in  §  1046.7(a) 
and  from  a  cooperative  association  in  its 
capacity  as  a  handler  pursuant  to 
§  1046.8(c)  is  moved  to  and  received  at  a 
city  plant  in  the  form  of  milk  or  skim 
milk; 

(c)  A  country  plant  during  the  months 
of  April  through  September  from  which 
not  less  than  50  percent  of  the  combined 
receipts  of  milk  from  persons  described 
in  §  1046.7(a)  and  from  a  cooperative 
association  in  its  capacity  as  a  handler 
pursuant  to  §  1046.8(c)  during  the  pre¬ 
ceding  period  of  October  through  March 
was  moved  to  and  received  at  a  city 
plant (s)  in  the  form  of  milk  or  skim 
milk,  unless  the  operator  of  such  plant 
notifies  the  market  administrator  in 
writing  on  or  before  March  15  of  with¬ 
drawal  of  the  plant  from  the  pool  for  the 
months  of  April  through  September  next 
following;  and 

*  *  *  *  * 

3.  Section  1046.15  is  revised  as  follows: 

§  1046.15  Fluid  milk  product. 

(a)  Except  as  provided  in  paragraph 
(b)  of  this  section,  “fluid  milk  product” 
means: 

(1)  Any  of  the  following  products  in 
fluid  or  frozen  form,  including  such 
products  that  are  flavored,  cultured, 
modified  with  added  nonfat  milk  solids, 
concentrated  (if  in  a  consumer-type 
package),  or  reconstituted:  Milk,  skim 
milk,  lowfat  milk,  milk  drinks,  eggnog, 
buttermilk,  filled  milk,  and  milk  shake 
and  ice  milk  mixes  containing  less  than 
20  percent  total  solids;  and 

(2)  Any  milk  product  in  fluid  or  frozen 
form  that  is  not  specified  in  subpara¬ 
graph  (1)  of  this  paragraph  or  in  §  1046.- 
42  or  S  1046.43(a)  (1)  through  (8),  if  it 
contains  by  weight  at  least  80  percent 
water  and  6.5  percent  nonfat  milk  solids 
and  less  than  9  percent  butterfat  and 
20  percent  total  solids. 

(b)  The  term  "fluid  milk  product” 
shall  not  include: 

(1)  Evaporated  or  condensed  milk  or 
skim  milk  in  plain  or  sweetened  form, 


formulas  especially  prepared  for  infant 
feeding  or  dietary  use  that  are  packaged 
in  hermetically  sealed  glass  or  all-metal 
containers,  and  any  product  that  con¬ 
tains  by  weight  less  than  6.5  percent  non¬ 
fat  milk  solids;  and 

(2)  The  quantity  of  skim  milk  in  any 
modified  product  specified  in  paragraph 
(a)  of  this  section  that  is  in  excess  of 
the  quantity  of  skim  milk  in  an  equal 
volume  of  an  unmodified  product  of  the 
same  nature  and  butterfat  content. 

4.  A  new  §  1046.15a  is  added  as  follows: 

§  1046.15a  Fluid  cream  product. 

“Fluid  cream  product”  means  cream  or 
a  mixture  of  cream  and  milk  or  skim  milk 
containing  9  percent  or  more  butterfat. 

5.  Section  1046.16  is  revised  as  follows; 

§  1046.16  Other  source  milk. 

“Other  source  milk”  means  all  skim 
milk  and  butterfat  contained  in  or  rep¬ 
resented  by: 

(a)  Fluid  milk  products  and  bulk  fluid 
cream  products  from  any  source  other 
than  producers,  cooperative  associations 
acting  as  a  handler  pursuant  to  §  1046.8 
(c),  pool  plants,  and  inventory  at  the 
beginning  of  the  month; 

(b)  Products  (other  than  fluid  milk 
products,  bulk  fluid  cream  products,  and 
cottage  cheese)  from  any  source  (includ¬ 
ing  those  products  produced  at  the  plant) 
which  are  reprocessed,  converted  into,  or 
combined  with  another  product  in  the 
plant  during  the  month;  and 

(c)  Any  disappearance  of  any  product 
(other  than  a  fluid  milk  product  or  a 
bulk  fluid  cream  product)  that  is  in  a 
form  in  which  it  may  be  converted  into 
a  Class  I  product  and  which  is  not  other¬ 
wise  accounted  for  under  the  order. 

6.  In  §  1046.22,  paragraphs  (k),  (m), 
(n>,  and  (o)  are  revised  as  follows: 

§  1046.22  Duties. 

*  *  *  *  * 

(k)  Publicly  announce  by  posting  in 
a  conspicuous  place  in  his  office  and  by 
such  other  means  as  he  deems  appro¬ 
priate  and  notify  each  handler  in  writing 
the  prices  and  butterfat  differential  de¬ 
termined  for  each  month  as  follows: 

(l)  On  or  before  the  eighth  day  of 
each  month,  the  Class  I  price  for  the 
current  month  pursuant  to  §  1046.51(a) ; 

(2)  On  or  before  the  eighth  day  of 
each  month,  the  Class  II  and  Class  in 
prices  pursuant  to  §  1046.51  (b)  and  (c) 
and  the  butterfat  differential  pursuant 
to  §  1046.52,  all  for  the  preceding  month; 
and 

(3)  On  or  before  the  12th  day  after 
the  end  of  each  month,  the  uniform 
price  pursuant  to  §  1046.71; 

*  *  *  *  • 

(m)  Whenever  required  for  the  pur¬ 
pose  of  allocating  receipts  from  other 
order  plants  pursuant  to  §  1046.47(a) 
(11)  and  the  corresponding  step  of 
§  1046.47(b),  estimate  and  publicly  an¬ 
nounce  the  utilization  (to  the  nearest 
whole  percentage)  in  each  class  during 
the  month  of  skim  milk  and  butterfat, 
respectively,  in  producer  milk  of  all  han¬ 
dlers.  Such  estimate  shall  be  based  upon 


the  most  current  available  data  and  shall 
be  final  for  such  purpose; 

(n)  Report  to  the  market  adminis¬ 
trator  of  the  other  order,  as  soon  as  pos¬ 
sible  after  the  report  of  receipts  and 
utilization  for  the  month  is  received 
from  a  handler  who  has  received  fluid 
milk  products  or  bulk  fluid  cream  prod¬ 
ucts  from  an  other  order  plant,  the  class 
to  which  such  receipts  are  allocated  pur¬ 
suant  to  §  1046.47  pursuant  to  such  re¬ 
port,  and,  thereafter,  any  change  in-such 
allocation  required  to  correct  errors  dis¬ 
closed  in  verification  of  such  report;  and 

(o)  Furnish  to  each  handler  operating 
a  pool  plant  who  has  shipped  fluid  milk 
products  or  bulk  fluid  cream  products 
to  an  other  order  plant  the  class  to  which 
such  shipments  were  allocated  by  the 
market  administrator  of  the  other  order 
on  the  basis  of  the  report  of  the  receiv¬ 
ing  handler,  and,  as  necessary,  any 
changes  in  such  allocation  arising  from 
the  verification  of  such  report. 

7.  In  §  1046.30(a),  subparagraphs  (2) 
and  (4)  are  revised  as  follows: 

§  1046.30  Reports  of  receipts  and  utili¬ 
zation. 

(a)  *  *  * 

(2)  The  quantities  of  skim  milk  and 
butterfat  contained  in  fluid  milk  prod¬ 
ucts  and  bulk  fluid  cream  products  re¬ 
ceived  from  other  pool  plants  and  in 
milk  received  from  a  cooperative  asso¬ 
ciation  in  its  capacity  as  a  handler  pur¬ 
suant  to  §  1046.8(c) ; 

•  *  *  *  * 

(4)  The  quantities  of  skim  milk  and 
butterfat  contained  in  inventories  at  the 
beginning  and  at  the  end  of  the  month 
of  the  following  products,  showing  sepa¬ 
rately  such  inventories  in  bulk  form  and 
in  packaged  form : 

(i)  Fluid  milk  products;  and 

(ii)  Fluid  cream  products  except  those 
received  in  packaged  form  from  another 
plant; 

*  *  *  *  *  ^ 

8.  Section  1046.31  is  revised  as  follows: 
§  1046.31  Payroll  reports. 

On  or  before  the  20th  day  after  the 
end  of  each  month,  each  handler  who 
received  milk  from  producers  or  from 
a  cooperative  association  of  producers 
and  each  handler  who  is  the  operator  of 
a  partially  regulated  distributing  plant 
and  who  does  not  elect  to  make  pay¬ 
ments  pursuant  to  §  1046.62(a)  shall  sub¬ 
mit  to  the  market  administrator  for  each 
of  his  plants  his  producer  or  dairy  farmer 
payroll  for  deliveries  during  the  month 
which  shall  show  (a)  the  total  pounds 
of  milk  received  from  each  producer, 
producer  cooperative  association  or  dairy 
farmer,  and  the  average  butterfat  con¬ 
tent  of  such  milk,  (b)  the  prices  paid  and 
the  amount  of  payment  to  each  producer, 
producer  cooperative  association,  or 
dairy  farmer,  and  (c)  the  nature  and 
amount  of  any  credits,  deductions,  or 
charges  involved  in  such  payments. 

9.  Sections  1046.40  through  1046.46  are 
revoked  and  new  §§  1046.40  through 
1046.48  are  substituted  therefor  as  fol¬ 
lows: 
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§  1046.40  Classification  of  all  skim  milk 
and  butterfat. 

All  skim  milk  and  butterfat  to  be  re¬ 
ported  by  a  handler  pursuant  to  §  1046.30 
shall  be  classified  each  month  in  accord¬ 
ance  with  §§  1046.41  through  1046.48.  If 
any  of  the  water  contained  in  the  milk 
from  which  a  product  is  made  is  removed 
before  the  product  is  utilized  or  disposed 
of  by  a  handler,  the  pounds  of  skim  milk 
in  such  product  that  are  to  be  considered 
under  this  part  as  used  or  disposed  of  by 
the  handler  shall  be  an  amount  equiva¬ 
lent  to  the  nonfat  milk  solids  contained 
in  such  product  plus  all  of  the  water  orig¬ 
inally  associated  with  such  solids. 

§  1046.41  Class  I  milk. 

Except  as  provided  in  §§  1046.43, 
1046.45,  and  1046.48,  Class  I  milk  shall 
be  all  skim  milk  and  butterfat: 

(a)  Disposed  of  in  the  form  of  a  fluid 
milk  product; 

(b)  In  inventory  at  the  end  of  the 
month  of  packaged  fluid  milk  products; 
and 

(c)  Not  specifically  accounted  for  as 
Class  II  or  Class  III  milk. 

§  1046.42  Class  II  milk. 

Except  as  provided  in  §§  1046.43, 
1046.45,  and  1046.48,  Class  II  milk  shall 
be  all  skim  milk  and  butterfat: 

(a)  Disposed  of  in  the  form  of  a  fluid 
cream  product; 

(b)  Used  to  produce: 

(1)  Yogurt,  cottage  cheese,  creamed 
or  partially  creamed  cottage  cheese,  sour 
cream,  and  any  sour  mixture  of  cream 
and  milk  or  skim  milk  containing  9  per¬ 
cent  or  more  butterfat;  and 

(2)  'Any  product  containing  6  per¬ 
cent  or  more  nonmilk  fat  (or  oil)  that 
resembles  any  product  specified  in  para¬ 
graph  (a)  of  this  section  and  subpara¬ 
graph  (1)  of  this  paragraph;  and 

(c)  In  inventory  at  the  end  of  the 
month  of  packaged  fluid  cream  products. 

§  1046.43  Class  III  milk. 

Except  as  provided  in  §§  1046.45  and 
1046.48,  Class  III  milk  shall  be  all  skim 
milk  and  butterfat: 

(а)  Used  to  produce: 

(1)  Cheese  (other  than  cottage  cheese 
and  creamed  or  partially  creamed  cot¬ 
tage  cheese) ; 

(2)  Butter,  plastic  cream,  frozen 
cream,  and  anhydrous  milkfat; 

(3)  Any  milk  product  in  dry  form; 

(4)  Milkshake  and  ice  milk  mixes  (or 
bases)  containing  20  percent  or  more 
total  solids,  frozen  desserts,  and  frozen 
dessert  mixes; 

(5)  Custards,  puddings,  and  pancake 
mixes; 

(б)  Formulas  especially  prepared  for 
infant  feeding  or  dietary  use  that  are 
packaged  in  hermetically  sealed  glass  or 
all-metal  containers; 

(7)  Evaporated  or  condensed  milk  or 
skim  milk  in  plain  or  sweetened  form  that 
is  in  a  consumer-type  package,  and  any 
concentrated  milk  product  in  bulk,  fluid 
form; 

<8)  Any  product  containing  6  percent 
or  more  nonmilk  fat  (or  oil)  except  those 
products  specified  in  §  1046.42(b)  (2) ; 
and 


(9)  Any  product  that  is  not  a  fluid 
milk  product  and  that  is  not  specified  in 
subparagraphs  (1)  through  (8)  of  this 
paragraph  or  in  §  1046.42; 

<b)  In  bulk  fluid  milk  products  and 
bulk  fluid  cream  products  disposed  of  to 
any  commercial  food  processing  estab¬ 
lishment  (other  than  a  milk  or  filled  milk 
plant)  at  which  food  products  (other 
than  milk  products  and  filled  milk)  are 
processed  and  at  which  there  is  no  dis¬ 
position  of  fluid  milk  products  other  than 
those  received  in  consumer-type  pack¬ 
ages; 

(c)  In  inventory  at  the  end  of  the 
month  of  bulk  fluid  milk  products  and 
bulk  fluid  cream  products; 

(d)  In  fluid  milk  products  and  prod¬ 
ucts  specified  in  §  1046.42  that  are  dis¬ 
posed  of  by  a  handler  for  animal  feed; 

(e)  In  fluid  milk  products  and  prod¬ 
ucts  specified  in  §  1046.42  that  are 
dumped  by  a  handler  if  the  market  ad¬ 
ministrator  is  notified  of  such  dumping 
in  advance  and  is  given  the  opportunity 
to  verify  such  disposition; 

(f)  In  skim  milk  represented  by  the 
nonfat  milk  solids  added  to  a  fluid  milk 
product  that  is  in  excess  of  the  quantity 
of  such  skim  milk  included  within  the 
fluid  milk  product  definition  pursuant  to 
§  1046.15;  and 

(g)  In  shrinkage  that  is: 

(1)  Assigned  pursuant  to  §  1046.44(a) 
to  the  receipts  specified  in  §  1046.44(a) 
(2) ;  and 

(2)  Specified  in  §  1046.44(b)  and  (c). 

§  1046.44  Shrinkage. 

For  purposes  of  classifying  all  skim 
milk  and  butterfat  to  be  reported  by  a 
handler  pursuant  to  §  1046.30,  the  mar¬ 
ket  administrator  shall  determine  the 
following : 

(a)  The  total  shrinkage  of  skim  milk 
and  butterfat,  respectively,  at  each  pool 
plant,  which  shall  be  assigned  pro  rata 
to: 

(1)  The  quantity  of  skim  milk  and 
butterfat,  respectively,  that  is  equal  to  50 
times  the  maximum  amount  that  may  be 
computed  pursuant  to  paragraph  (b)  of 
this  section;  and 

(2)  The  quantity  of  skim  milk  and  but¬ 

terfat,  respectively,  in  other  source  milk 
received  in  bulk  form  as  fluid  milk 
products,  excluding  any  such  receipts 
used  in  the  computations  pursuant  to 
paragraph  (b)  (5)  and  (6)  of  this 

section ; 

(b)  The  quantity  of  skim  milk  and 
butterfat,  respectively,  that  was  assigned 
pursuant  to  paragraph  (a)  of  this  sec¬ 
tion  to  the  receipts  specified  in  sub- 
paragraph  (1)  of  such  paragraph  which 
is  not  in  excess  of: 

( 1 )  Two  percent  of  the  skim  milk  and 
butterfat,  respectively,  in  milk  physically 
received  at  such  plant  directly  from 
producers  (excluding  that  received  by 
diversion  from  another  pool  plant) ; 

(2)  Plus  1.5  percent  of  the  skim  milk 
and  butterfat,  respectively,  in  milk  re¬ 
ceived  from  a  cooperative  association  act¬ 
ing  as  a  handler  pursuant  to  §  1046.8(c) 
and  in  milk  diverted  to  such  plant  from 
another  pool  plant,  except  that  if  the 
plant  operator  receiving  such  milk  pur¬ 
chases  the  milk  on  the  basis  of  farm 


weights,  the  applicable  percentage  shall 
be  2  percent; 

(3)  Plus  0.5  percent  of  the  skim  milk 
and  butterfat,  respectively,  in  producer 
milk  diverted  from  such  plant  by  the 
plant  operator  to  another  plant,  except 
that  if  the  operator  of  the  other  plant 
purchases  such  milk  on  the  basis  of  farm 
weights,  no  shrinkage  shall  be  allowed; 

(4)  Plus  1.5  percent  of  the  skim  milk 
and  butterfat,  respectively,  in  bulk  fluid 
milk  products  received  by  transfer  from 
other  pool  plants; 

(5)  Plus  1.5  percent  of  the  skim  milk 
and  butterfat,  respectively,  in  bulk  fluid 
milk  products  received  from  other  order 
plants,  excluding  the  quantity  for  which 
Class  II  or  Class  III  classification  is  re¬ 
quested  by  the  operators  of  both  plants ; 

(6)  Plus  1.5  percent  of  the  skim  milk 
and  butterfat,  respectively,  in  bulk  fluid 
milk  products  received  from  unregulated 
supply  plants,  excluding  the  quantity  for 
which  Class  II  or  Class  III  classification 
is  requested  by  the  handler;  and 

(7)  Less  1.5  percent  of  the  skim  milk 
and  butterfat,  respectively,  in  bulk  fluid 
milk  products  transferred  to  other 
plants;  and 

(c)  ‘  The  quantity  of  skim  milk  and 
butterfat,  respectively,  in  shrinkage  of 
milk  from  producers  for  which  a  coopera¬ 
tive  association  is  the  handler  pursuant 
to  §  1046.8  (b)  or  (c),  but  not  to  exceed 
0.5  percent  of  the  skim  milk  and  butter¬ 
fat,  respectively,  in  such  milk.  If  the 
operator  of  the  plant  to  whioh  the  milk 
is  delivered  purchases  such  milk  on  the 
basis  of  farm  weights,  no  shrinkage  shall 
be  allowed. 

§  1046.45  Classification  of  transfers  and 
diversions. 

(a)  Transfers  and  diversions  to  pool 
plants.  Skim  milk  or  butterfat  trans¬ 
ferred  or  diverted  by  the  operator  of  a 
pool  plant  or  by  a  cooperative  association 
in  its  capacity  as  a  handler  pursuant  to 
§  1046.8(c)  in  the  form  of  a  fluid  milk 
product  or  a  bulk  fluid  cream  product 
from  a  pool  plant  to  the  pool  plant  of  an¬ 
other  handler  (or,  in  the  case  of  such 
plant  operator,  to  any  pool  plant  if  al¬ 
locations  pursuant  to  §  1046.47  are  on 
an  individual  plant  basis)  shall  be  classi¬ 
fied  as  Class  I  milk  unless  both  handlers 
request  the  same  classification  in  an¬ 
other  class.  The  classification  of  such 
transfers  or  diversions  shall  be  subject 
to  the  following  conditions: 

( 1 )  The  skim  milk  or  butterfat  classi¬ 
fied  in  each  class  shall  be  limited  to  the 
amount  of  skim  milk  and  butterfat,  re¬ 
spectively,  remaining  in  such  class  at  the 
transferee  or  divertee  plant  after  the 
computations  pursuant  to  §  1046.47' a» 
(11)  and  the  corresponding  step  of 
§  1046.47(b) ; 

(2)  If  the  transferor  or  divertor  plant 
received  during  the  month  other  source 
milk  to  be  allocated  pursuant  to  §  1046.47 
(a)(6)  or  the  corresponding  step  of 
§  1046.47(b),  the  skim  milk  or  butterfat 
so  transferred  or  diverted  shall  be  classi¬ 
fied  so  as  to  allocate  the  least  possible 
Class  I  utilization  to  such  other  source 
milk; 

(3)  If  the  transferor  or  divertor  han¬ 
dler  received  during  the  month  other 
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source  milk  to  be  allocated  pursuant  to 
§  1046.47(a)  (10)  or  (11)  or  the  cor¬ 
responding  steps  of  §  1046.47(b),  the  skim 
milk  or  butterfat  so  transferred  or  di¬ 
verted,  up  to  the  total  of  the  skim  milk 
and  butterfat,  respectively,  in  such  re¬ 
ceipts  of  other  source  milk,  shall  not  be 
classified  as  Class  I  milk  to  a  greater 
extent  than  would  be  the  case  if  the  other 
source  milk  had  been  received  at  the 
transferee  or  divertee  plant;  and 

(4)  If  a  specified  classification  is  not 
claimed  by  both  handlers  in  the  case  of 
transfers  or  diversions  by  such  a  coopera¬ 
tive  association,  such  skim  milk  and  but¬ 
terfat  shall  be  classified  pro  rata  to  the 
respective  amounts  remaining  in  each 
class  at  the  pool  plant  of  the  transferee 
or  divertee  handler  after  making  the  as¬ 
signments  pursuant  to  5  1046.47(a)  (11) 
and  the  corresponding  step  of 
§  1046.47(b),  and  after  the  assignment  of 
milk  for  which  a  specified  classification 
has  been  claimed  pursuant  to  this  para¬ 
graph. 

(b)  Transfers  and  diversions  to  other 
order  plants.  Skim  milk  or  butterfat 
transferred  or  diverted  in  the  form  of  a 
fluid  milk  product  or  a  bulk  fluid  cream 
product  from  a  pool  plant  to  an  other 
order  plant  shall  be  classified  in  the  fol¬ 
lowing  manner.  Such  classification  shall 
apply  only  to  the  skim  milk  or  butter¬ 
fat  that  is  in  excess  of  any  receipts  at 
the  pool  plant  from  the  other  order  plant 
of  skim  milk  and  butterfat,  respectively, 
in  fluid  milk  products  and  bulk  fluid 
cream  products,  respectively,  that  are  in 
the  same  category  as  described  in  sub- 
paragraph  (1),  (2),  or  (3)  of  this  para¬ 
graph; 

(1)  If  transferred  as  packaged  fluid 
milk  products,  classification  shall  be  in 
the  classes  to  which  allocated  as  a  fluid 
milk  product  under  the  other  order; 

(2)  If  transferred  in  bulk  form,  classi¬ 
fication  shall  be  in  the  classes  to  which 
allocated  under  the  other  order  (includ¬ 
ing  allocation  under  the  conditions  set 
forth  in  subparagraph  (3)  of  this  para¬ 
graph)  ; 

(3)  If  the  operators  of  both  plants  so 
request  in  their  reports  of  receipts  and 
utilization  filed  with  their  respective 
market  administrators,  transfers  or  di¬ 
versions  in  bulk  form  shall  be  classified 
as  Class  II  or  Class  III  milk  to  the  ex¬ 
tent  of  such  utilizations  available  for 
such  classification  pursuant  to  the  allo¬ 
cation  provisions  of  the  other  order; 

(4)  If  information  concerning  the 
classes  to  which  such  transfers  or  diver¬ 
sions  were  allocated  under  the  other 
order  is  not  available  to  the  market  ad¬ 
ministrator  for  the  purpose  of  establish¬ 
ing  classification  under  this  paragraph, 
classification  shall  be  as  Class  I,  subject 
to  adjustment  when  such  information  is 
available; 

(5)  For  purposes  of  this  paragraph,  if 
the  other  order  provides  for  a  different 
number  of  classes  of  utilization  than  is 
provided  for  under  this  part,  skim  milk 
or  butterfat  allocated  to  a  class  consist¬ 
ing  primarily  of  fluid  milk  products  shall 
be  classified  as  Class  I  milk,  and  skim 
milk  or  butterfat  allocated  to  the  other 
classes  shall  be  classified  as  Class  III 
milk;  and 


(6)  If  the  form  in  which  any  fluid 
milk  product  that  is  transferred  to  an 
other  order  plant  is  not  defined  as  a  fluid 
milk  product  under  such  other  order, 
classification  under  this  paragraph  shall 
be  in  accordance  with  the  provisions  of 
§9  1046.41  through  1046.43. 

(c)  Transfers  to  producer -handlers. 
Skim  milk  or  butterfat  transferred  in 
the  following  forms  from  a  pool  plant 
to  a  producer-handler  under  this  or  any 
other  Federal  order  shall  be  classified: 

(1)  As  Class  I  milk,  if  transferred  in 
the  form  of  a  fluid  milk  product;  and 

(2)  In  accordance  with  the  utilization 
assigned  to  it,  if  transferred  in  the  form 
of  a  bulk  fluid  cream  product.  For  this 
purpose,  the  producer-handler’s  utiliza¬ 
tion  of  skim  milk  and  butterfat  in  each 
class,  in  series  beginning  with  Class  m, 
shall  be  assigned  to  the  extent  possible  to 
his  receipts  of  skim  milk  and  butterfat, 
respectively,  in  bulk  fluid  cream  products, 
pro  rata  to  each  source. 

(d)  Transfers  and  diversions  to  other 
nonpool  plants.  Skim  milk  or  butterfat 
transferred  or  diverted  in  the  form  of  a 
fluid  milk  product  or  a  bulk  fluid  cream 
product  from  a  pool  plant  to  a  nonpool 
plant  that  is  not  an  other  order  plant  or 
a  producer-handler  plant  shall  be  classi¬ 
fied  as  Class  I  milk,  subject  to  the 
following  conditions: 

(1)  If  the  transferor  or  divertor  han¬ 
dler  so  requests  and  the  conditions  de¬ 
scribed  in  subdivisions  (i)  and  (ii)  of 
this  subparagraph  are  met,  transfers  or 
diversions  in  bulk  form  shall  be  classified 
on  the  basis  of  the  assignment  of  the 
nonpool  plant’s  utilization  to  its  re¬ 
ceipts  as  set  forth  in  subparagraphs  (2) 
through  (7)  of  this  paragraph: 

(1)  The  transferor  or  divertor  handler 
claims  such  classification  in  his  report 
of  receipts  and  utilization  filed  pursuant 
to  9  1046.30  for  the  month  within  which 
such  transaction  occurred;  and 

(ii)  The  nonpool  plant  operator  main¬ 
tains  books  and  records  showing  the 
utilization  of  all  skim  milk  and  butterfat 
received  at  such  plant  which  are  made 
available  for  verification  purposes  if 
requested  by  the  market  administrator; 

(2)  Class  I  route  disposition  of  the 
nonpool  plant  in  the  marketing  area  of 
each  Federal  milk  order  and  transfers 
of  packaged  fluid  milk  products  from 
such  nonpool  plant  to  plants  fully  regu¬ 
lated  under  such  order  shall  be  assigned 
to  the  extent  possible : 

(i)  First  to  receipts  of  packaged  fluid 
milk  products  at  such  nonpool  plant  from 
pool  plants;  and 

(ii)  Any  remaining  such  route  disposi¬ 
tion  and  transfers  from  the  nonpool 
plant  shall  be  assigned  pro  rata  to  any 
remaining  unassigned  receipts  of  pack¬ 
aged  fluid  milk  products  at  such  nonpool 
plant  from  other  order  plants; 

(3)  Class  I  disposition  from  the  non¬ 
pool  plant  of  packaged  fluid  milk  prod¬ 
ucts  other  than  that  described  in  sub- 
paragraph  (2)  of  this  paragraph  shall 
be  assigned  pro  rata  to  any  receipts  of 
packaged  fluid  milk  products  at  such 
nonpool  plant  from  pool  plants  and  other 
order  plants  that  remain  unassigned 


after  the  assignment  pursuant  to  sub- 
paragraph  (2)  of  this  paragraph; 

(4)  Class  I  disposition  of  packaged 
fluid  milk  products  described  in  subpara¬ 
graph  (2)  of  this  paragraph  that  was  not 
assigned  pursuant  to  such  subparagraph 
and  transfers  of  bulk  fluid  milk  products 
from  the  nonpool  plant  to  pool  plants 
and  other  order  plants,  to  the  extent  that 
such  transfers  and  any  remaining  trans¬ 
fers  of  packaged  fluid  milk  products  to 
each  such  pool  plant  and  other  order 
plant  exceed  receipts  of  fluid  milk  prod¬ 
ucts  from  such  plant  and  that  such 
excess  is  allocated  to  Class  I  at  the  trans¬ 
feree  plant,  shall  be  assigned  to  the  ex¬ 
tent  possible : 

(i)  First  to  receipts  of  fluid  milk  prod¬ 
ucts  at  such  nonpool  plant  from  pool 
plants  that  remain  unassigned  after  the 
assignments  pursuant  to  subparagraphs 
(2)  and  (3)  of  this  paragraph;  and 

(ii)  Any  remaining  such  Class  I  dis¬ 
position  and  transfers  from  the  nonpool 
plant  shall  be  assigned  pro  rata  to  any 
remaining  unassigned  receipts  of  fluid 
milk  products  at  such  nonpool  plant 
from  other  order  plants; 

(5)  Any  remaining  unassigned  Class  I 
utilization  at  the  nonpool  plant  shall  be 
assigned  to  the  extent  possible: 

(i)  First  to  such  nonpool  plant’s  re¬ 
ceipts  from  dairy  farmers  who  the  mar¬ 
ket  administrator  determines  constitute 
regular  sources  of  bottling  grade  milk  for 
such  nonpool  plant;  and 

(ii)  Any  remaining  unassigned  Class 
I  utilization  shall  be  assigned  to  the  non¬ 
pool  plant’s  receipts  of  bottling  grade 
milk  from  plants  not  fully  regulated 
under  any  Federal  milk  order; 

(6)  Any  remaining  unassigned  re¬ 
ceipts  of  fluid  milk  products  and  bulk 
fluid  cream  products  at  the  nonpool  plant 
from  pool  plants  and  other  order  plants 
shall  be  assigned  pro  rata  to  such  re¬ 
maining  unassigned  receipts  from  each 
source  in  sequence  to  any  Class  m  uti¬ 
lization,  then  any  Class  n  utilization,  and 
then  any  remaining  Class  I  utilization  at 
the  nonpool  plant;  and 

(7)  In  determining  the  nonpool  plant’s 
utilization  for  purposes  of  this  para¬ 
graph,  any  fluid  milk  products  and  bulk 
fluid  cream  products  transferred  from 
such  nonpool  plant  to  a  plant  not  fully 
regulated  under  any  Federal  milk  order 
shall  be  classified  on  the  basis  of  the 
second  plant’s  utilization  using  the  same 
assignment  priorities  at  the  second  plant 
that  are  set  forth  in  this  paragraph. 

§  1046.46  Classification  of  producer 
milk. 

Each  month  the  market  administrator 
shall  determine  the  classification  of  pro¬ 
ducer  milk  in  the  following  manner: 

(a)  Correct  for  mathematical  and 
other  obvious  errors  all  reports  filed  pur¬ 
suant  to  §  1046.30  and  compute  sepa¬ 
rately  for  each  pool  plant  and  for  each 
cooperative  association  with  respect  to 
milk  for  which  it  is  the  handler  pursu¬ 
ant  to  §  1046.8  (b)  or  (c)  the  pounds  of 
skim  milk  and  butterfat,  respectively,  in 
,  each  class  in  accordance  with  §9  1046.40 
through  1046.45  and  1046.48.  For  pur¬ 
poses  of  this  paragraph  and  §  1046.47, 
fluid  cream  products  that  are  received 
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from  another  plant  in  packaged  form 
and  disposed  of,  or  held  in  inventory,  in 
the  same  container  in  which  received 
shall  not  be  included  in  a  handler’s  re¬ 
ceipts,  inventory,  or  disposition  unless 
such  products  become  other  source  milk 
pursuant  to  S  1046.16  (b)  or  (c) ; 

(b)  For  each  handler  described  in 
§  1046.8(a),  allocate  in  accordance  with 
§  1046.47  such  handler’s  receipts  of  skim 
milk  and  butterfat  to  his  utilization  of 
skim  milk  and  butterfat  in  each  class, 
subject  to  the  following  conditions: 

(1)  If  the  handler  is  a  cooperative  as¬ 
sociation,  such  receipts  and  utilization 
shall  not  include  any  milk  for  which  it 
is  the  handler  pursuant  to  §  1046.8  (b) 
or  (c) ;  and 

(2)  If  the  handler  operates  two  or 
more  pool  plants;  such  receipts  and  utili¬ 
zation  shall  be  for  all  of  his  pool  plants 
combined  unless  the  handler  requests  in 
his  reports  filed  pursuant  to  §  1046.30 
that  the  classification  of  producer  milk 
be  determined  separately  for  each  of  his 
pool  plants  and  he  has  no  skim  milk  or 
butterfat  that  would  be  allocated  under 
§  1046.47(a)  (10)  or  (11)  or  the  corre¬ 
sponding  steps  of  §  1046.47(b);  and 

(c)  The  quantity  of  producer  milk  in 
each  class  shall  be  the  following: 

(1)  For  each  cooperative  association 
with  respect  to  milk  for  which  it  is  the 
handler  pursuant  to  §  1046.8  (b)  or  (c), 
the  combined  pounds  of  skim  milk  and 
butterfat  in  each  class  that  were  deter¬ 
mined  pursuant  to  paragraph  (a)  of  this 
section;  and 

(2)  For  each  handler  described  in 
§  1046.8(a) ,  the  combined  pounds  of  skim 
milk  and  butterfat  remaining  in  each 
class  after  the  computations  pursuant 
to  §  1046.47(a)  (13)  and  the  correspond¬ 
ing  step  of  §  1046.47(b). 

§  1046.47  Allocation  of  receipts  to  utili¬ 
zation. 

For  the  purpose  of  §  1046.46,  a  han¬ 
dler’s  receipts  shall  be  allocated  to  his 
utilization  as  follows: 

(a)  Skim  milk  shall  be  allocated  in  the 
'  following  manner; 

(1)  Subtract  from  the  total  pounds  of 
skim  milk  in  Class  III  the  pounds  of  skim 
milk  classified  as  Class  III  milk  pursuant 
to  §  1046.43(g)  (2) ; 

(2)  Subtract  from  the  total  pounds  of 
skim  milk  in  Class  I  the  pounds  of  skim 
milk  in  receipts  of  packaged  fluid  milk 
products  from  an  unregulated  supply 
plant  to  the  extent  that  an  equivalent 
amount  of  skim  milk  disposed  of  to  such 
plant  by  handlers  fully  regulated  under 
any  Federal  milk  order  is  classified  and 
priced  as  Class  I  milk  and  is  not  used  as 
an  offset  for  any  other  payment  obliga¬ 
tion  under  any  order; 

(3)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class  the  pounds 
of  skim  milk  in  fluid  milk  products  re¬ 
ceived  in  packaged  form  from  an  other 
order  plant,  except  that  to  be  subtracted 
pursuant  to  subparagraph  (6)  (vi)  of  this 

•  paragraph,  as  follows: 

(i)  From  Class  III  milk,  the  lesser  of 
the  pounds  remaining  or  2  percent  of 
such  receipts;  and 


(ii)  From  Class  I  milk,  the  remainder 
of  such  receipts; 

(4)  With  respect  to  a  plant  that  was 
fully  regulated  in  the  immediately  pre¬ 
ceding  month  under  any  Federal  milk 
order  providing  for  a  similar  allocation 
of  beginning  inventories  of  packaged 
fluid  milk  products: 

(i)  Subtract  from  the  remaining 
pounds  of  skim  milk  in  Class  I  the 
pounds  of  skim  milk  in  packaged  fluid 
milk  products  that  are  in  inventory  at 
the  beginning  of  the  month;  and 

(ii)  Subtract  from  the  pounds  of  skim 
milk  in  Class  II  the  pounds  of  skim  milk 
in  packaged  fluid  cream  products  that 
are  in  inventory  at  the  beginning  of  the 
month; 

(5)  Subtract  from  the  remaining 
pounds  of  skim  milk  in  Class  II  the 
pounds  of  skim  milk  in  other  source  milk 
(except  that  received  in  the  form  of  a 
fluid  milk  product  or  a  fluid  cream  prod¬ 
uct)  that  is  added  to,  or  used  to  produce, 
any  product  specified  in  §  1046.42; 

(6)  Subtract  in  the  order  specified 
below  from  the  pounds  of  skim  milk  re¬ 
maining  in  each  class,  in  series  beginning 
with  Class  ni,  the  pounds  of  skim  milk 
in  each  of  the  following: 

(i)  Other  source  milk  (except  that  re¬ 
ceived  in  the  form  of  a  fluid  milk  prod¬ 
uct)  that  was  not  subtracted  pursuant 
to  subparagraph  (5)  of  this  paragraph; 

(ii)  Receipts  of  fluid  milk  products 
(except  filled  milk)  for  which  bottling 
grade  certification  is  not  established; 

(iii)  Receipts  of  fluid  milk  products 
from  unidentified  sources; 

(iv)  Receipts  of  fluid  milk  products 
from  a  producer-handler  as  defined 
under  this  or  any  other  Federal  milk 
order; 

(v)  Receipts  of  reconstituted  skim 
milk  in  filled  milk  from  an  unregulated 
supply  plant  that  were  not  subtracted 
pursuant  to  subparagraph  (2)  of  this 
paragraph;  and 

(vi)  Receipts  of  reconstituted  skim 
milk  in  filled  milk  from  an  other  order 
plant  that  is  regulated  under  any  Federal 
milk  order  providing  for  individual- 
handler  pooling,  to  the  extent  that  re¬ 
constituted  skim  milk  is  allocated  to 
Class  I  at  the  transferor  plant; 

(7)  Subtract  in  the  order  specified 
below  from  the  pounds  of  skim  milk  re¬ 
maining  in  Class  II  and  Class  III,  in 
sequence  beginning  with  Class  III,  but 
not  in  excess  of  such  quantities,  the 
pounds  of  skim  milk  in  each  of  the 
following: 

(i)  Receipts  of  fluid  milk  products 
from  an  unregulated  supply  plant  that 
were  not  subtracted  pursuant  to  sub- 
paragraphs  (2)  and  (6)(v)  of  this 
paragraph: 

(a)  For  which  the  handler  requests 
Class  II  or  Class  III  classification;  or 

(b)  Which  are  in  excess  of  the  pounds 
of  skim  milk  determined  by  multiplying 
the  pounds  of  skim  milk  remaining  in 
Class  I  by  1.25  and  subtracting  the  sum 
of  the  pounds  of  skim  milk  in  receipts  of 
producer  milk,  milk  from  a  cooperative 
association  acting  as  a  handler  pursuant 
to  §  1046.8(c),  fluid  milk  products  from 
pool  plants  of  other  handlers  (or  any 


pool  plant  if  allocation  is  on  an  indi¬ 
vidual  plant  basis),  and  bulk  fluid  milk 
products  from  other  order  plants  that 
were  not  subtracted  pursuant  to  subpara¬ 
graph  (6)  (vi)  of  this  paragraph;  and 

(ii)  Receipts  of  bulk  fluid  milk  prod¬ 
ucts  from  an  other  order  plant  that  are 
in  excess  of  bulk  fluid  milk  products 
transferred  or  diverted  to  such  plant 
and  that  were  not  subtracted  pursuant 
to  subparagraph  (6)  (vi)  of  this  para¬ 
graph,  if  Class  n  or  Class  m  classifi¬ 
cation  is  requested  by  the  operator  of 
the  other  order  plant  and  the  handler; 

(8)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class,  in  series  be¬ 
ginning  with  Class  III,  the  pounds  of 
skim  milk  in  inventory  at  the  beginning 
of  the  month  of  fluid  milk  products  and 
fluid  cream  products  (and,  for  the  first 
month  that  this  subparagraph  is  effec¬ 
tive,  sour  cream  and  Grade  A  sour  mix¬ 
tures)  that  were  not  subtracted  pursuant 
to  subparagraph  (4)  of  this  paragraph; 

(9)  Add  to  the  remaining  pounds  of 
skim  milk  in  Class  III  the  pounds  sub¬ 
tracted  pursuant  to  subparagraph  (1)  of 
this  paragraph; 

(10)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class,  pro  rata  to 
such  quantities  in  Class  I  and  in  Class  II 
and  Class  III  combined,  with  the  quantity 
prorated  to  Class  n  and  Class  III  com¬ 
bined  being  subtracted  first  from  Class 
in  and  then  from  Class  II,  the  pounds 
of  skim  milk  in  receipts  of  fluid  milk 
products  from  an  unregulated  supply 
plant  that  were  not  subtracted  pursuant 
to  subparagraphs  (2),  (6)  (v),  and  (7)  (i) 
of  this  paragraph  and  that  were  not  off¬ 
set  by  transfers  of  fluid  milk  products 
to  the  same  unregulated  supply  plant 
from  which  fluid  milk  products  to  be 
allocated  at  this  step  were  received; 

(11)  Subtract  in  the  order  specified 
below  from  the  pounds  of  skim  milk  re¬ 
maining  in  each  class  the  pounds  of  skim 
milk  in  receipts  of  bulk  fluid  milk  prod¬ 
ucts  from  an  other  order  plant  that  are 
in  excess  of  bulk  fluid  milk  products 
transferred  or  diverted  to  such  plant  and 
that  were  not  subtracted  pursuant  to 
subparagraphs  (6)  (vi)  and  (7)  (ii)  of  this 
paragraph : 

(i)  From  each  class,  in  series  begin¬ 
ning  with  Class  III,  the  pounds  deter¬ 
mined  by  multiplying  the  pounds  of  such 
net  receipts  by  the  larger  of  the  per¬ 
centage  of  estimated  combined  Class  II 
and  Class  III  utilization  of  skim  milk 
announced  for  the  month  by  the  market 
administrator  pursuant  to  §  1046.22 (m) 
or  the  percentage  that  the  combined 
Class  II  and  Class  III  utilization  remain¬ 
ing  is  of  the  total  remaining  utilization 
of  skim  milk  of  the  handler;  and 

(ii)  From  Class  I,  the  remainder  of 
such  receipts; 

( 12)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class  the  pounds 
of  skim  milk  in  fluid  milk  products  and 
bulk  fluid  cream  products  from  pool 
plants  of  other  handlers  (or  any  pool 
plant  if  allocation  is  on  an  individual 
plant  basis)  and  from  a  cooperative  asso¬ 
ciation  acting  as  a  handler  pursuant  to 
§  1046.8(c)  according  to  the  classifica- 
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tion  of  such  products  pursuant  to 
51046.45(a);  and 

(13)  If  the  total  pounds  of  skim  milk 
remaining  in  all  classes  exceed  the 
pounds  of  skim  milk  in  producer  milk, 
subtract  such  excess  from  the  pounds  of 
skim  milk  remaining  in  each  class  in 
series  beginning  with  Class  III.  Any 
amount  so  subtracted  shall  be  know  as 
“overage”;  and 

(b)  Butterfat  shall  be  allocated  in  ac¬ 
cordance  with  the  procedure  outlined  for 
skim  milk  in  paragraph  (a)  of  this  sec¬ 
tion. 

§  1046.48  Responsibility  of  handlers 
and  reclassification  of  milk. 

(a)  All  skim  milk  and  butterfat  shall 
be  classified  as  Class  I  milk  unless  the 
handler  who  first  receives  such  skim 
milk  or  butterfat  proves  to  the  market 
administrator  that  such  skim  milk  or 
butterfat  should  be  classified  otherwise. 

(b)  If  verification  by  the  market  ad¬ 
ministrator  discloses  that  the  original 
classification  of  skim  milk  or  butterfat 
was  incorrect,  such  skim  milk  or  butter¬ 
fat  shall  be  reclassified. 

10.  Section  1046.51  is  revised  as  follows: 

§  1046.51  Class  prices. 

Subject  to  the  provisions  of  §§  1046.52 
and  1046.53,  the  class  prices  per  hundred¬ 
weight  for  the  month  shall  be  as  follows: 

(a)  Class  I  price.  The  Class  I  price 
shall  be  the  basic  formula  price  for  the 
preceding  month  plus  $1.29,  plus  20  cents. 

(b)  Class  II  price.  The  Class  II  price 
shall  be  the  basic  formula  price  for  the 
month  plus  20  cents. 

(c)  Class  III  price.  The  Class  III  price 
shall  be  the  basic  formula  price  for  the 
month. 

11.  Section  1046.52  is  revised  as 
follows: 

§  1046.52  Butterfat  differential. 

For  milk  containing  more  or  less  than 
3.5  percent  butterfat,  the  class  prices 
specified  in  §  1046.51  and  the  uniform 
price  specified  in  §  1046.71  shall  be  in¬ 
creased  or  decreased,  respectively,  for 
each  one-tenth  percent  butterfat  varia¬ 
tion  from  3.5  percent  by  an  amount, 
rounded  to  the  nearest  one-tenth  cent, 
that  is  equal  to  the  Chicago  butter  price 
for  the  month  multiplied  by  0.115. 

12.  Section  1046.53  is  revised  as 
follows: 

§  1046.53  Location  differentials  to  han¬ 
dlers. 

(a)  For  milk  received  from  producers 
or  from  a  cooperative  association  in  its 
capacity  as  a  handler  pursuant  to 
§  1046.8(c)  at  a  pool  plant  located  85 
miles  or  more  from  the  city  hall  in 
Evansville,  Ind.,  or  Louisville,  Lexington, 
Danville,  Elizabethtown,  or  Madison ville, 
Ky.,  whichever  is  nearest,  and  classi¬ 
fied  as  Class  I  milk  and  eligible  pursuant 
to  paragraph  (c)  or  (d)  of  this  section 
for  location  adjustment,  the  Class  I  price 
specified  in  §  1046.51(a)  shall  be  reduced 
according  to  the  location  of  such  plant 
by  15  cents  if  such  plant  is  less  than  95 
miles  from  such  city  hall,  and  by  an 
additional  1.5  cents  for  each  10  miles  or 
fraction  thereof  that  such  distance  ex¬ 
ceeds  95  miles. 


(b)  In  determining  location  adjust¬ 
ments  pursuant  to  this  section,  mileage 
shall  be  based  on  the  shortest  hard¬ 
surfaced  highway  distance  as  determined 
by  the  market  administrator. 

(c)  If  skim  milk  and  butterfat  are  al¬ 
located  on  an  individual  plant  basis  pur¬ 
suant  to  §  1046.47,  the  quantity  of  milk 
received  at  the  plant  from  producers,  in¬ 
cluding  receipts  of  a  cooperative  asso¬ 
ciation  handler  pursuant  to  §  1046.8(c) 
delivered  to  such  plant,  that  shall  be  sub¬ 
ject  to  location  adjustment  shall  be  de¬ 
termined  as  follows: 

(1)  From  the  total  pounds  of  Class  I 
skim  milk  and  butterfat,  respectively,  at 
such  plant  subtract  any  beginning  in¬ 
ventory  and  other  source  milk  allocated 
to  Class  I  pursuant  to  §  1046.47  (a)  and 
(b)  and  any  Class  I  transfers  or  di¬ 
versions  to  other  pool  plants; 

(2)  The  amount  of  Class  I  transfers 
or  diversions  from  such  plan  to  other 
pool  plants  that  is  eligible  for  a  loca¬ 
tion  adjustment  shall  be  determined  at 
the  transferee  or  divertee  plant  as 
follows: 

(i)  From  the  total  pounds  of  Class  I 
skim  milk  and  butterfat,  respectively,  at 
such  transferee  or  divertee  plant  (ex¬ 
cluding  Class  I  transfers  or  diversions 
to  other  pool  plants  that  are  not  eligible 
for  location  adjustment  as  determined 
at  such  other  pool  plants)  subtract  any 
beginning  inventory  and  other  source 
milk  allocated  to  Class  I  pursuant  to 
§  1046.47  (a)  and  (b) ; 

(ii)  From  the  remaining  pounds  of 
Class  I  skim  milk  and  butterfat,  re¬ 
spectively,  subtract  the  skim  milk  and 
butterfat,  respectively,  in  receipts  at  such 
transferee  or  divertee  plant  from  pro¬ 
ducers  and  from  cooperative  associations 
acting  as  a  handler  pursuant  to  §  1046.- 
8(c) ; 

(iii)  Assign  the  remaining  amount  of 
Class  I  skim  milk  and  butterfat  to  fluid 
milk  products  received  by  transfer  or 
diversion  from  other  pool  plants  in  se¬ 
quence  beginning  with  receipts  from  the 
plant  having  the  highest  Class  I  price; 
and 

(iv)  The  amount  of  Class  I  transfers 
and  diversions  eligible  for  location  ad¬ 
justment  at  each  transferor  or  divertor 
plant  shall  be  the  quantity  assigned  pur¬ 
suant  to  subdivision  (iii)  of  this  sub- 
paragraph  or  the  quantity  of  Class  I  skim 
milk  and  butterfat  transferred  or  di¬ 
verted  from  such  plant  to  the  transferee 
or  divertee  plant,  whichever  is  less;  and 

(3)  The  sum  of  the  quantities  deter¬ 
mined  pursuant  to  subparagraphs  (1) 
and  (2)  (iv)  of  this  paragraph,  or  the 
total  pounds  of  milk  received  at  the  plant 
from  producers  and  from  cooperative  as¬ 
sociations  acting  as  a  handler  pursuant 
to  §  1046.8(c),  whichever  is  less,  shall 
be  the  total  quantity  of  milk  eligible  for 
location  adjustment  at  such  plant. 

(d)  If  skim  milk  and  butterfat  are 
allocated  on  a  system  basis  pursuant  to 
5  1046.47,  the  quantity  of  milk  received 
at  each  plant  from  producers,  including 
receipts  of  a  cooperative  association 
handler  pursuant  to  5  1046.8(c)  delivered 
to  such  plant,  that  shall  be  subject  to 
any  location  adjustment  applicable  at 
such  plant  shall  be  determined  as  follows: 


(1)  Assign  to  the  skim  milk  and  butter¬ 
fat,  respectively,  in  the  combined  Class 
n  and  Class  III  utilization  at  each  plant 
of  the  handler  (excluding  any  such 
utilization  at  each  plant  based  on  trans¬ 
fers  or  diversions  to  other  pool  plants 
of  the  handler)  any  beginning  inventory 
and  other  source  milk  receipts  at  such 
plant  of  the  respective  category  allo¬ 
cated  to  such  combined  class  uses  pur¬ 
suant  to  each  subparagraph  of  §  1046.- 
47(a)  and  the  corresponding  step  of 
5  1046.47(b).  If  the  same  category  of 
other  source  milk  to  be  assigned  to  the 
combined  Class  II  and  Class  III  utiliza¬ 
tion  was  received  at  two  or  more  plants 
of  the  handler,  such  other  source  milk 
shall  be  assigned  first  to  the  combined 
Class  II  and  Class  III  utilization  at  the 
plant  where  the  lowest  Class  I  price  ap¬ 
plies  and  then  in  sequence  to  such  utili¬ 
zation  at  plants  having  the  next  higher 
Class  I  prices  (excluding  in  each  case 
utilization  based  on  transfers  or  diver¬ 
sions  to  his  other  pool  plants).  To  the 
extent  that  combined  Class  n  and  Class 
III  utilization  of  beginning  inventory 
and  other  source  milk  remains  un¬ 
assigned,  such  remainder  shall  be  as¬ 
signed  first  to  the  remaining  combined 
Class  II  and  Class  III  utilization  at  the 
plant  where  the  lowest  Class  I  price  ap¬ 
plies  and  then  in  sequence  to  such  utiliza¬ 
tion  at  plants  having  the  next  higher 
Class  I  prices; 

(2)  From  the  total  pounds  of  Class  I 
skim  milk  and  butterfat,  respectively,  at 
each  plant  of  the  handler  (excluding 
transfers  and  diversions  to  his  other  pool 
plants  and  Class  I  transfers  and  diver¬ 
sions  to  pool  plants  of  other  handlers) 
subtract  the  pounds  of  skim  milk  and 
butterfat  in  the  respective  category  of 
other  source  milk  received  and  beginning 
inventory  at  such  plant  which  exceed 
the  quantities  assigned  to  Class  II  and 
Class  III  utilization  at  such  plant  pur¬ 
suant  to  subparagraph  (1)  of  this 
paragraph; 

(3)  The  amount  of  transfers  and  di¬ 
versions  from  each  plant  to  other  pool 
plants  of  the  handler  operating  such 
plant  and  Class  I  transfers  and  diver¬ 
sions  to  pool  plants  of  other  handlers 
that  are  eligible  for  a  location  adjust¬ 
ment  shall  be  determined  at  the  trans¬ 
feree  or  divertee  plant  as  follows : 

(i)  To  the  pounds  of  Class  I  skim  milk 
and  butterfat,  respectively,  remaining  at 
the  transferee  or  divertee  plant  after  the 
computation  pursuant  to  subparagraph 
(2)  of  this  paragraph  add  any  Class  I 
transfers  and  diversions  from  such  plant 
to  other  pool  plants  that  are  eligible  for 
location  adjustmnt  as  determined  at 
the  plants  to  which  such  transfers  and 
diversions  were  made,  and  then  subtract 
the  skim  milk  and  butterfat,  respectively, 
in  receipts  at  such  transferee  plant  from 
producers  and  from  cooperative  associa¬ 
tions  acting  as  a  handler  pursuant  to 
5  1046.8(c) ; 

(ii)  Assign  the  remaining  amount  of 
Class  I  skim  milk  and  butterfat  to  fluid 
milk  products  received  by  transfer  or 
diversion  from  other  pool  plants  in  se¬ 
quence  beginning  with  receipts  from  the 
plant  having  the  highest  Class  I  price; 
and 
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(iii)  The  amount  of  Class  I  transfers 
and  diversions  eligible  for  location  ad¬ 
justment  at  each  transferor  or  divertor 
plant  shall  be  the  quantity  assigned  pur¬ 
suant  to  subdivision  (ii)  of  this  subpara¬ 
graph  or  the  quantity  of  Class  I  skim 
milk  and  butterfat  transferred  or  di¬ 
verted  from  such  plant  to  the  transferee 
or  divertee  plant,  whichever  is  less;  and 

(4)  The  sum  of  the  quantities  deter¬ 
mined  pursuant  to  subparagraphs  (2) 
and  (3)  (iii)  of  this  paragraph,  or  the 
total  pounds  of  milk  received  at  the  plant 
from  producers  and  from  cooperative 
associations  acting  as  a  handler  pursuant 
to  §  1046.8(c),  whichever  is  less,  shall  be 
the  total  quantity  of  milk  eligible  for 
location  adjustment  at  such  plant. 

(e)  The  Class  I  price  applicable  to 
other  source  milk  shall  be  reduced  at  the 
rates  set  forth  in  paragraph  (a)  of  this 
section,  except  that  the  adjusted  Class  I 
price  shall  not  be  less  than  the  Class  III 
price. 

13.  In  §  1046.61(b),  subparagraph  (2) 
is  revised  as  follows : 

§  1046.61  Plants  subject  to  other  Fed¬ 
eral  orders. 

***** 

(b)  *  *  * 

(2)  Compute  the  value  of  the  recon¬ 
stituted  skim  milk  assigned  in  subpara¬ 
graph  (1)  of  this  paragraph  to  route 
disposition  in  this  marketing  area  by 
multiplying  the  quantity  of  such  skim 
milk  by  the  difference  between  the  Class 
I  price  under  this  part  that  is  applicable 
at  the  location  of  the  other  order  plant 
(but  not  to  be  less  than  the  Class  III 
price)  and  the  Class  III  price. 

14.  Section  1046.62  is  revised  as  fol¬ 
lows: 

§  1046.62  Obligation  of  handler  operat¬ 
ing  a  partially  regulated  distributing 
plant. 

Each  handler  Who  operates  a  partially 
regulated  distributing  plant  shall  pay  on 
or  before  the  25th  day  after  the  end  of 
the  month  to  the  market  administrator 
for  the  producer-settlement  fund  the 
amount  computed  pursuant  to  paragraph 

(a)  of  this  section.  If  the  handler  sub¬ 
mits  pursuant  to  §§  1046.30(b)  and 
1046.31  the  information  necessary  for 
making  the  computations,  such  handler 
may  elect  to  pay  in  lieu  of  such  payment 
the  amount  computed  pursuant  to  para¬ 
graph  (b)  of  this  section: 

(a)  The  payment  under  this  para¬ 
graph  shall  be  the  amount  resulting  from 
the  following  computations: 

(1)  Determine  the  pounds  of  skim 
milk  and  butterfat,  respectively,  in  the 
partially  regulated  distributing  plant’s 
route  disposition  in  the  marketing  area: 

(2)  Subtract  the  pounds  of  skim  milk 
and  butterfat,  respectively,  received  at 
the  partially  regulated  distributing 
plant: 

(i)  As  Class  I  milk  from  pool  plants 
and  other  order  plants,  except  that  sub¬ 
tracted  under  a  similar  provision  of  an¬ 
other  Federal  milk  order;  and 

(ii)  From  another  nonpool  plant  that 
is  not  an  other  order  plant  to  the  extent 
that  an  equivalent  amount  of  skim  milk 
or  butterfat  disposed  of  to  such  nonpool 


plant  by  handlers  fully  regulated  under 
any  Federal  milk  order  is  classified  and 
priced  as  Class  I  milk  and  is  not  used 
as  an  offset  for  any  other  payment  ob¬ 
ligation  under  any  order; 

(3)  Subtract  the  pounds  of  reconsti¬ 
tuted  skim  milk  in  the  partially  regulated 
distributing  plant’s  route  disposition  in 
the  marketing  area; 

(4)  Combine  the  remaining  pounds  of 
skim  milk  and  butterfat  and  multiply 
the  total  by  the  difference  between  the 
Class  I  price  and  the  weighted  average 
price,  both  prices  to  be  applicable  at  the 
location  of  the  partially  regulated  dis¬ 
tributing  plant  (but  not  to  be  less  than 
the  Class  III  price) ;  and 

(5)  Add  the  amount  obtained  from 
multiplying  the  Rounds  of  reconstituted 
skim  milk  specified  in  subparagraph  (3) 
of  this  paragraph  by  the  difference  be¬ 
tween  the  Class  I  price  applicable  at  the 
location  of  the  partially  regulated  dis¬ 
tributing  plant  (but  not  to  be  less  than 
the  Class  III  price)  and  the  Class  in 
price. 

(b)  The  payment  under  this  para¬ 
graph  shall  be  the  amount' resulting  from 
the  following  computations: 

(1)  Determine  the  obligation  that 
would  have  been  computed  pursuant  to 
§  1046.70  for  the  partially  regulated  dis¬ 
tributing  plant  if  the  plant  had  been 
a  pool  plant,  subject  to  the  following 
modifications: 

(i)  Fluid  milk  products  and  bulk  fluid 
cream  products  received  at  the  partially 
regulated  distributing  plant  from  a  pool 
plant  or  an  other  order  plant  shall  be 
allocated  at  the  partially  regulated  dis¬ 
tributing  plant  to  the  same  class  in  which 
such  products  were  classified  at  the  fully 
regulated  plant; 

(ii)  Fluid  milk  products  and  bulk 
fluid  cream  products  transferred  from 
the  partially  regulated  distributing  plant 
to  a  pool  plant  or  an  other  order  plant 
shall  be  classified  at  the  partially  regu¬ 
lated  distributing  plant  in  the  class  to 
which  allocated  at  the  fully  regulated 
plant.  Such  transfers  shall  be  allocated 
to  the  extent  possible  to  those  receipts 
at  the  partially  regulated  distributing 
plant  from  pool  plants  and  other  order 
plants  that  are  classified  in  the  corre¬ 
sponding  class  pursuant  to  subdivision 
(i)  of  this  subparagraph.  Any  such  trans¬ 
fers  remaining  after  the  above  alloca¬ 
tion  which  are  classified  in  Class  I  and 
on  which  an  obligation  is  computed  for 
the  handler  operating  the  partially  regu¬ 
lated  distributing  plant  pursuant  to 
§  1046.70  shall  be  priced  at  the  uniform 
price  (or  at  the  weighted  average  price 
if  such  is  provided)  of  the  respective 
order  regulating  the  handling  of  milk 
at  the  transferee  plant,  with  such  uni¬ 
form  price  adjusted  to  the  location  of  the 
nonpool  plant  (but  not  to  be  less  than 
the  lowest  class  price  of  the  respective 
order),  except  that  transfers  of  recon¬ 
stituted  skim  milk  in  filled  milk  shall 
be  priced  at  the  lowest  class  price  of  the 
respective  order;  and 

(iii)  If  the  operator  of  the  partially 
regulated  distributing  plant  so  requests, 
in  lieu  of  the  obligation  pursuant  to 
§  1046.70(f)  and  the  credit  specified  in 


§  1046.84(b)  (2),  the  obligation  for  such 
handler  shall  include  a  similar  obliga¬ 
tion  for  each  nonpool  plant  that  is  not 
an  other  order  plant  which  serves  as  a 
supply  plant  for  such  partially  regulated 
distributing  plant  by  making  shipments 
to  the  partially  regulated  distributing 
plant  during  the  month  equivalent  to 
the  requirements  of  §  1046.12  (b)  or  (c), 
subject  to  the  following  conditions: 

(a)  The  operator  of  the  partially 
regulated  distributing  plant  submits 
with  his  reports  filed  pursuant  to 
§§  1046.30(b)  and  1046.31  similar  reports 
for  each  such  nonpool  supply  plant; 

(i>)  The  operator  of  such  nonpool  sup¬ 
ply  plant  maintains  books  and  records 
showing  the  utilization  of  all  skim  milk 
and  butterfat  received  at  such  plant 
which  are  made  available  if  requested 
by  the  market  administrator  for  veri¬ 
fication  purposes;  and 

(c)  The  obligation  for  such  nonpool 
supply  plant  shall  be  determined  in  the 
same  manner  prescribed  for  computing 
the  obligation  of  such  partially  regulated 
distributing  plant;  and 

(2)  From  the  obligation  computed 
pursuant  to  subparagraph  (1)  of  this 
paragraph,  subtract: 

(i)  The  gross  payments  by  the  opera¬ 
tor  of  such  partially  regulated  distribut¬ 
ing  plant  for  bottling  grade  milk  re¬ 
ceived  at  the  plant  during  the  month 
from  dairy  farmers; 

(ii)  If  subparagraph  (1)  (iii)  of  this 
paragraph  applies,  the  gross  payments 
by  the  operator  of  such  nonpool  supply 
plant  for  bottling  grade  milk  received  at 
the  plant  during  the  month  from  dairy 
farmers;  and 

(iii)  The  payments  by  the  operator  of 
the  partially  regulated  distributing  plant 
to  the  producer-settlement  fund  of  an¬ 
other  under  which  such  plant  is  also  a 
partially  regulated  distributing  plant  and 
like  payments  by  the  operator  of  the 
nonpool  supply  plant  if  subparagraph 
( 1 )  ( iii )  of  this  paragraph  applies. 

15.  Section  1046.70  is  revised  as 
follows : 

§  1046.70  Computation  of  the  net  pool 
obligation  of  each  handler. 

The  monthly  net  pool  obligation  of 
each  handler  described  in  §  1046.8  (a), 
(b),  and  (c)  shall  be  determined  for 
such  handler,  or  for  each  pool  plant  of 
such  handler  if  the  allocations  pursuant 
to  §  1046.47  are  on  an  individual  plant 
basis  and  the  handler  requests  separate 
statements.  Such  obligation  shall  be  a 
sum  of  money  computed  by  the  market 
administrator  as  follows: 

(a)  Multiply  the  pounds  of  producer 
milk  in  each  class  determined  pursuant 
to  §  1046.46  by  the  applicable  class  price 
and  add  the  resulting  amounts; 

(b)  Add  the  amounts  obtained  from 
multiplying  the  pounds  of  overage  sub¬ 
tracted  from  each  class  pursuant  to 
§  1046.47(a)  (13)  and  the  corresponding 
step  of  §  1046.47(b)  by  the  resepective 
class  price  applicable  at  the  location  of 
the  pool  plant; 

(c)  Add  the  amount  obtained  from 
multiplying  the  difference  between  the 
Class  III  price  for  the  preceding  month 
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and  the  Class  I  price  applicable  at  the 
location  of  the  pool  plant  or  the  Class  n 
price,  as  the  case  may  be,  for  the  current 
month  by  the  hundredweight  of  skim 
milk  and  butterfat  subtracted  from  Class 
I  and  Class  II  pursuant  to  §  1046.47(a) 
(8)  and  the  corresponding  step  of 
§  1046.47(b) ; 

(d)  Add  the  amount  obtained  from 
multiplying  the  difference  between  the 
Class  I  price  applicable  at  the  location 
of  the  pool  plant  and  the  Class  III  price 
by  the  hundredweight  of  skim  milk  and 
butterfat  subtracted  from  Class  I  pur¬ 
suant  to  §  1046.47(a)  (6)  (i)  through 
(iv)  and  the  corresponding  step  of 
§  1046.47(b),  excluding  receipts  of  bulk 
fluid  cream  products  from  an  other  order 
plant; 

(e)  Add  the  amount  obtained  from 

multiplying  the  difference  between  the 
Class  I  price  applicable  at  the  location 
of  the  transferor  plant  and  the  Class  III 
price  by  the  hundredweight  of  skim  milk 
and  butterfat  subtracted  from  Class  I 
pursuant  to  §  1046.47(a)  (6)  (v)  and 

(vi)  and  the  corresponding  step  of 
§  1046.47(b) ;  and 

(f)  Add  the  amount  obtained  from 
multiplying  the  Class  I  price  applicable 
at  the  location  of  the  nearest  nonpool 
plants  from  which  an  equivalent  volume 
was  received  by  the  pounds  of  skim  milk 
and  butterfat  subtracted  from  Class  I 
pursuant  to  §  1046.47(a)  (10)  and  the 
corresponding  step  of  §  1046.47(b),  ex¬ 
cluding  such  skim  milk  and  butterfat  in 
receipts  of  bulk  fluid  milk  products  from 
an  unregulated  supply  plant  to  the  extent 
that  an  equivalent  amount  of  skim  milk 
or  butterfat  disposed  of  to  such  plant 
by  handlers  fully  regulated  under  any 
Federal  milk  order  is  classified  and  priced 
as  Class  I  milk  and  is  not  used  as  an 
offset  for  any  other  payment  obligation 
under  any  order. 

16.  In  §  1047.71,  paragraphs  (c)  and 
(e)(2)  are  revised  as  follows: 

§  1046.71  Computation  of  weighted 
average  and  uniform  prices. 

*  *  *  *  * 

(c)  Subtract,  if  the  average  butterfat 
content  of  the  milk  specified  in  para¬ 
graph  (e)  of  this  section  is  more  than 
3.5  percent,  or  add,  if  such  butterfat  con¬ 
tent  is  less  than  3.5  percent,  the  amount 
obtained  by  multiplying  the  amount  by 
which  the  average  butterfat  content  of 
such  milk  varies  from  3.5  percent  by  the 
butterfat  differential  specified  in 
§  1046.52,  and  multiply  the  result  by  the 
total  hundredweight  of  such  milk; 

*  *  *  *  • 

(e)  *  *  * 

(2)  The  total  hundredweight  for 
which  a  value  is  computed  pursuant  to 
§  1046.70(f); 

♦  *  *  *  * 

17.  In  §  1046.80,  paragraphs  (a)  and 
(b)  are  revised  as  follows: 

§  1046.80  Time  and  method  of  payment 
for  producer  milk. 

*  •  *  *  * 

(a)  On  or  before  the  last  day  of  each 
month  for  milk  received  during  the  first 
15  days  of  the  month  from  such  pro- 
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ducer  who  has  not  discontinued  delivery 
of  milk  to  such  handler,  an  amount  com¬ 
puted  at  not  less  than  the  Class  III  price 
for  the  preceding  month  without  deduc¬ 
tion  for  hauling; 

(b)  On  or  before  the  17th  day  after 
the  end  of  each  month  for  milk  received 
from  such  producer  during  such  month, 
an  amount  computed  at  not  less  than 
the  uniform  price  per  hundredweight  for 
the  month,  as  adjusted  pursuant  to 
§  1046.52,  and  plus  or  minus  adjustments 
for  errors  made  in  previous  payments  to 
such  producer  and  less  (1)  the  payment 
made  pursuant  to  paragraph  (a)  of  this 
section,  (2)  the  location  differential  pur¬ 
suant  to  §  1046.82,  (3)  marketing  service 
deductions  pursuant  to  §  1046.87,  and 
(4)  proper  deductions  authorized  by  such 
producer  which,  in  the  case  of  a  deduc¬ 
tion  for  hauling,  shall  be  in  writing  and 
signed  by  such  producer  or,  in  the  case 
of  members  of  a  cooperative  association 
which  is  marketing  the  producer’s  milk, 
by  such  association; 

***** 

§  1046.81  [Revoked] 

18.  Section  1046.81  is  revoked. 

19.  In  §  1046.82,  paragraph  (b)  is  re¬ 
vised  as  follows: 

§  1046.82  Location  differentials  to  pro¬ 
ducers  and  on  nonpool  milk. 
***** 

(b)  The  weighted  average  price  ap¬ 
plicable  to  other  source  milk  shall  be 
reduced  at  the  rates  set  forth  in 
§  1046.53,  except  that  the  adjusted 
weighted  average  price  shall  not  be  less 
than  the  Class  in  price. 

20.  In  §  1046.84,  paragraph  (b)  is  re¬ 
vised  as  follows: 

§  1046.84  Payments  to  the  producer- 
settlement  fund. 

***** 

(b)  The  sum  of: 

(1)  The  value  of  such  handler's  pro¬ 
ducer  milk  at  the  applicable  uniform 
prices  as  adjusted  by  the  butterfat  and 
location  differentials  pursuant  to 
§§  1046.52  and  1046.82,  respectively;  and 

(2)  The  value  at  the  weighted  average 
price  applicable  at  the  location  of  the 
plants  from  which  received  of  other 
source  milk  for  which  a  value  is  com¬ 
puted  pursuant  to  §  1046.70(f). 

21.  Section  1046.88  is  revised  as 
follows: 

§  1046.88  Expense  of  administration. 

As  his  pro  rata  share  of  the  expense 
of  administering  the  order,  each  han¬ 
dler,  excluding  a  cooperative  association 
in  its  capacity  as  a  handler  pursuant  to 
§  1046.8(c),  shall  pay  to  the  market  ad¬ 
ministrator  on  or  before  the  15th  day 
after  the  end  of  the  month  3  cents  per 
hundredweight,  or  such  lesser  amount  as 
the  Secretary  may  prescribe,  with  re¬ 
spect  to: 

(a)  His  producer  milk  (including  such 
handler’s  own  production)  and  milk  re¬ 
ceived  from  a  cooperative  association  in 
its  capacity  as  a  handler  pursuant  to 
§  1046.8(0  ; 

(b)  Other  source  milk  allocated  to 
Class  I  pursuant  to  §  1046.37(a)  (6)  and 


(10)  and  the  corresponding  steps  of 
§  1046.47(b),  except  such  other  source 
milk  on  which  no  handler  obligation  ap¬ 
plies  pursuant  to  §  1046.70(f) ;  and 
(c)  Class  I  milk  disposed  of  on  a  route 
in  the  marketing  area  from  a  partially 
regulated  distributing  plant  that  exceeds 
the  skim  milk  and  butterfat  subtracted 
pursuant  to  §  1046.62(a)(2). 


PART  1049— MILK  IN  THE  INDIANA 
MARKETING  AREA 

1.  Section  1049.11  is  revised  as  fol¬ 
lows: 

§  1049.11  Supply  plant. 

“Supply  plant”  means  a  plant  in  which 
during  the  month  some  milk  approved 
by  any  duly  constituted  health  author¬ 
ity  for  fluid  consumption  in  the  market¬ 
ing  area  is  assembled  and  shipped  in 
bulk  as  milk  or  skim  milk  to  a  distribut¬ 
ing  plant. 

2.  Section  1049.15  is  revised  as  follows: 

§  1049.15  Fluid  milk  product. 

(a)  Except  as  provided  in  paragraph 
(b)  of  this  section,  “fluid  milk  product” 
means: 

(1)  Any  of  the  following  products  in 
fluid  or  frozen  form,  including  such  prod¬ 
ucts  that  are  flavored,  cultured,  modi¬ 
fied  with  added  nonfat  milk  solids,  con¬ 
centrated  (if  in  a  consumer-type  pack¬ 
age),  or  reconstituted:  Milk,  skim  milk, 
lowfat  milk,  milk  drinks,  eggnog,  but¬ 
termilk,  filled  milk,  and  milk  shake  and 
ice  milk  mixes  containing  less  than  20 
percent  total  solids;  and 

(2)  Any  milk  product  in  fluid  or  fro¬ 
zen  form  that  is  not  specified  in  sub- 
paragraph  (1)  of  this  paragraph  or  in 
§  1049.42  or  §  1049.43(a)  (1)  through 
(8),  if  it  contains  by  weight  at  least  80 
percent  water  and  6.5  percent  nonfat 
milk  solids  and  less  than  9  percent  but¬ 
terfat  and  20  percent  total  solids. 

(b)  The  term  “fluid  milk  product” 
shall  not  include : 

(1)  Evaporated  or  condensed  milk  or 
skim  milk  in  plain  or  sweetened  form, 
formulas  especially  prepared  for  infant 
feeding  or  dietary  use  that  are  packaged 
in  hermetically  sealed  glass  or  all-metal 
containers,  and  any  product  that  con¬ 
tains  by  weight  less  than  6.5  percent 
nonfat  milk  solids;  and 

(2)  The  quantity  of  skim  milk  in  any 
modified  product  specified  in  paragraph 
(a)  of  this  section  that  is  in  excess  of 
the  quantity  of  skim  milk  in  an  equal 
volume  of  an  unmodified  product  of  the 
same  nature  and  butterfat  content. 

3.  Section  1049.16  is  revised  as 
follows: 

§  1049.16  Other  source  milk. 

“Other  source  milk”  means  all  skim 
milk  and  butterfat  contained  in  or  rep¬ 
resented  by: 

(a)  Fluid  milk  products  and  bulk 
fluid  cream  products  from  any  source 
other  than  producers,  pool  plants,  and 
inventory  at  the  beginning  of  the 
month; 

(b)  Products  (other  than  fluid  milk 
products,  bulk  fluid  cream  products,  and 
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cottage  cheese)  from  any  source  (in¬ 
cluding  those  products  produced  at  the 
plant)  which  are  reprocessed,  converted 
into,  or  combined  with  another  product 
in  the  plant  during  the  month;  and 

(c)  Any  disappearance  of  any  prod¬ 
uct  (other  than  a  fluid  milk  product  or 
a  bulk  fluid  cream  product)  that  is  in  a 
form  in  which  it  may  be  converted  into 
a  Class  I  product  and  which  is  not  other¬ 
wise  accounted  for  under  the  order. 

4.  Section  1049.17  is  revised  as  follows: 

§  1049.17  Route. 

“Route”  means  a  delivery  (including 
that  custom-packaged  for  another  per¬ 
son,  disposition  from  a  plant  store  or 
from  a  distribution  point,  and  distribu¬ 
tion  by  a  vendor  or  vending  machine) 
of  any  fluid  milk  product  classified  as 
Class  I  milk  pursuant  to  §  1049.41(a), 
other  than  a  delivery  in  bulk  form  to  any 
milk  or  filled  milk  processing  plant. 

5.  A  new  §  1049.20  is  added  as  follows: 

§  1049.20  Fluid  cream  product. 

“Fluid  cream  product”  means  cream 
or  a  mixture  of  cream  and  milk  or  skim 
milk  containing  9  percent  or  more 
butterfat. 

6.  In  §  1049.27,  paragraphs  (j),  (1)  (1), 

(m) ,  (n) ,  and  (o)  are  revised  as  follows: 

§  1049.27  Duties. 

*  *  *  *  * 

(j)  Publicly  announce  on  or  before: 

(1)  The  sixth  day  of  each  month,  the 
Class  I  price  for  the  current  month  pur¬ 
suant  to  §  1049.51(a) ; 

(2)  The  sixth  day  of  each  month,  the 
Class  n  and  Class  in  prices  pursuant 
to  §  1049.51  (b)  and  (c)  and  the  but¬ 
terfat  differential  pursuant  to  §  1049.52, 
all  for  the  preceding  month;  and 

(3)  The  14th  day  after  the  end  of  each 
month,  the  uniform  price  pursuant  to 
§  1049.71; 

•  *  *  *  -  * 

(1)  *  *  * 

(1)  The  amount  and  value  of  his  milk 
in  each  class  computed  pursuant  to 
§§  1049.46  and  1049.70,  respectively; 

***** 

<m)  Whenever  inquired  for  the  pur¬ 
pose  of  allocating  receipts  from  other 
order  plants  pursuant  to  §  1049.47(a) 
(11)  and  the  corresponding  step  of 
§  1049.47(b),  estimate  and  publicly  an¬ 
nounce  the  utilization  (to  the  nearest 
whole  percentage)  in  each  class  during 
the  month  of  skim  milk  and  butterfat, 
respectively,  in  producer  milk  of  all  han¬ 
dlers.  Such  estimate  shall  be  based  upon 
the  most  current  available  data  and  shall 
be  final  for  such  purpose; 

(n)  Report  to  the  market  adminis¬ 
trator  of  the  other  order,  as  soon  as  pos¬ 
sible  after  the  report  of  receipts  and 
utilization  for  the  month  is  received 
from  a  handler  who  has  received  fluid 
milk  products  or  bulk  fluid  cream  prod¬ 
ucts  from  an  other  order  plant,  the  class 
to  which  such  receipts  are  allocated  pur¬ 
suant  to  5  1049.47  pursuant  to  such  re¬ 
port,  and,  thereafter,  any  change  in  such 
allocation  required  to  correct  errors  dis¬ 
closed  in  verification  of  such  report;  and 


(o)  Furnish  to  each  handler  operating 
a  pool  plant  who  has  shipped  fluid  milk 
products  or  bulk  fluid  cream  products  to 
an  other  order  plant  the  class  to  which 
such  shipments  were  allocated  by  the 
market  administrator  of  the  other  order 
on  the  basis  of  the  report  of  the  receiving 
handler,  and,  as  necessary,  any  changes 
in  such  allocation  arising  from  the  veri¬ 
fication  of  such  report. 

7.  In  §  1049.30(a),  subparagraphs  (2) 
and  (5)  are  revised  as  follows: 

§  1049.30  Reports  of  receipts  and  utili¬ 
zation. 

***** 

(a)  *  *  * 

(2)  Fluid  milk  products  and  bulk 
fluid  cream  products  received  by  trans¬ 
fer  or  diversion  from  other  pool  plants; 
***** 

(5)  Inventories  at  the  beginning  and 
the  end  of  the  month  of  the  following 
products,  showing  separately  such  inven¬ 
tories  in  bulk  form  and  in  packaged 
form: 

( i )  Fluid  milk  products ;  and 

(ii)  Fluid  cream  products  except  those 
received  in  packaged  form  from  another 
plant; 

***** 

8.  Sections  1049.40  through  1049.46 
are  revoked  and  new  §§  1049.40  through 
1049.48  are  substituted  therefor  as 
follows: 

§  1049.40  Classification  of  all  skim  milk 
and  butterfat. 

All  skim  milk  and  butterfat  to  be  re¬ 
ported  by  a  handler  pursuant  to  §§  1049.- 
30  and  1049.31  shall  be  classified  each 
month  in  accordance  with  §§  1049.- 
41  through  1049.48.  If  any  of  the  water 
contained  in  the  milk  from  which  a  prod¬ 
uct  is  made  is  removed  before  the  prod¬ 
uct  is  utilized  or  disposed  of  by  a 
handler,  the  pounds  of  skim  milk  in  such 
product  that  are  to  be  considered  under 
this  part  as  used  or  disposed  of  by  the 
handler  shall  be  an  amount  equivalent  to 
the  nonfat  milk  solids  contained  in  such 
product  plus  all  of  the  water  originally 
associated  with  such  solids. 

§  1049.41  Class  I  milk. 

Except  as  provided  in  §§  1049.43,  1049. 
45,  and  1049.48,  Class  I  milk  shall  be  all 
skim  milk  and  butterfat: 

•  (a)  Disposed  of  in  the  form  of  a  fluid 

milk  product; 

(b)  In  inventory  at  the  end  of  the 
month  of  packaged  fluid  milk  products; 
and 

(c)  Not  specifically  accounted  for  as 
Class  II  or  Class  III  milk. 

§  1049.42  Class  II  milk. 

Except  as  provided  in  §§  1049.43,  1049.- 
45,  and  1049.48,  Class  n  milk  shall  be  all 
skim  milk  and  butterfat: 

(a)  Disposed  of  in  the  form  of  a  fluid 
cream  product; 

( b )  Used  to  produce : 

(1)  Yogurt,  cottage  cheese,  creamed 
or  partially  creamed  cottage  cheese,  sour 
cream,  and  any  sour  mixture  of  cream 
and  milk  or  skim  milk  containing  9  per¬ 
cent  or  more  butterfat;  and 


(2)  Any  product  containing  6  percent 
or  more  nonmilk  fat  (or  oil)  that  re¬ 
sembles  any  product  specified  in  para¬ 
graph  (a)  of  this  section  and  subpara¬ 
graph  (1)  of  this  paragraph;  and 

(c)  In  inventory  at  the  end  of  the 
month  of  packaged  fluid  cream  products. 

§  1049.43  Class  III  milk. 

Except  as  provided  in  §§  1049.45  and 
1049.48,  Class  III  milk  shall  be  all  skim 
milk  and  butterfat: 

( a )  Used  to  produce : 

(1)  Cheese  (other  than  cottage  cheese 
and  creamed  or  partially  creamed  cottage 
cheese) ; 

(2)  Butter,  plastic  cream,  frozen 
cream,  and  anhydrous  milkfat; 

(3)  Any  milk  product  in  dry  form; 

(4)  Milkshake  and  ice  milk  mixes  (or 
bases)  containing  20  percent  or  more 
total  solids,  frozen  desserts,  and  frozen 
dessert  mixes; 

(5)  Custards,  puddings,  and  pancake 
mixes; 

(6)  Formulas  especially  prepared  for 
infant  feeding  or  dietary  use  that  are 
packaged  in  hermetically  sealed  glass  or 
all-metal  containers; 

(7)  Evaporated  or  condensed  milk  or 
skim  milk  in  plain  or  sweetened  form 
that  is  in  a  consumer-type  package,  and 
any  concentrated  milk  product  in  bulk, 
fluid  form; 

(8)  Any  product  containing  6  percent 
or  more  nonmilk  fat  (or  oil)  except  those 
products  specified  in  §  1049.42(b)  (2) ; 
and 

( 9 )  Any  product  that  is  not  a  fluid  milk 
product  and  that  is  not  specified  in  sub- 
paragraphs  (1)  through  (8)  of  this  para¬ 
graph  or  in  §  1049.42; 

(b)  In  bulk  fluid  milk  products  and 
bulk  fluid  cream  products  disposed  of 
to  any  commercial  food  processing  estab¬ 
lishment  (other  than  a  milk  or  filled 
milk  plant)  at  which  food  products 
(other  than'  milk  products  and  filled 
milk)  are  processed  and  at  which  there 
is  no  disposition  of  fluid  milk  products 
other  than  those  received  in  consumer- 
type  packages; 

(c)  In  inventory  at  the  end  of  the 
month  of  bulk  fluid  milk  products  and 
bulk  fluid  cream  products; 

(d)  In  fluid  milk  products  and  prod¬ 
ucts  specified  in  §  1049.42  that  are  dis¬ 
posed  of  by  a  handler  for  animal  feed; 

(e)  In  fluid  milk  products  and  prod¬ 
ucts  specified  in  5  1049.42  that  are 
dumped  by  a  handler  if  the  market  ad-' 
ministrator  is  notified  of  such  dumping 
in  advance  and  is  given  the  opportunity 
to  verify  such  disposition; 

(f)  In  skim  milk  represented  by  the 
nonfat  milk  solids  added  to  a  fluid  milk 
product  that  is  in  excess  of  the  quantity 
of  such  skim  milk  included  within  the 
fluid  milk  product  definition  pursuant  to 
§  1049.15;  and 

(g)  In  shrinkage  that  is: 

(1)  Assigned  pursuant  to  §  1049.44(a) 
to  the  receipts  specified  in  §  1049.44(a) 
(2) ;  and 

(2)  Specified  in  §  1049.44  (b)  and  (c). 

§  1049.44  Shrinkage. 

For  purposes  of  classifying  all  skim 
milk  and  butterfat  to  be  reported  by  a 
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handler  pursuant  to  §  1049.30,  the 
market  administrator  shall  determine 
the  following : 

(a)  The  total  shrinkage  of  skim  milk 
and  butterfat,  respectively,  at  each  pool 
plant,  which  shall  be  assigned  pro  rata 
to: 

(1)  The  quantity  of  skim  milk  and 
butterfat,  respectively,  in  the  receipts 
specified  in  paragraph  (b)  (1)  through 
(6)  of  this  section  on  which  shrinkage 
is  allowed  pursuant  to  such  paragraph; 
and 

(2)  The  quantity  of  skim  milk  and 
butterfat,  respectively,  in  receipts  of 
other  source  milk  in  bulk  fluid  form, 
excluding  any  such  receipts  used  in  the 
computations  pursuant  to  paragraph  (b) 
(5)  and  (6)  of  this  section; 

(b)  The  quantity  of  skim  milk  and 
butterfat,  respectively,  that  was  assigned 
pursuant  to  paragraph  (a)  of  this  section 
to  the  receipts  specified  in  subparagraph 
(1)  of  such  paragraph  which  is  not  in 
excess  of : 

(1)  Two  percent  of  the  skim  milk  and 
butterfat,  respectively,  in  milk  physi¬ 
cally  received  at  such  plant  directly  from 
producers  (excluding  that  received  by 
diversion  from  another  pool  plant) ; 

(2)  Plus  1.5  percent  of  the  skim  milk 
and  butterfat,  respectively,  in  milk  di¬ 
verted  to  such  plant  from  another  pool 
plant,  except  that  if  the  plant  operator 
receiving  such  milk  purchases  the  milk 
on  the  basis  of  farm  weights,  the 
applicable  percentage  shall  be  2  percent; 

(3)  Plus  0.5  percent  of  the  skim  milk 
and  butterfat,  respectively,  in  producer 
milk  diverted  from  such  plant  by  the 
plant  operator  to  another  plant,  except 
that  if  the  operator  of  the  other  plant 
purchases  such  milk  on  the  basis  of  farm 
weights,  no  shrinkage  should  be  allowed; 

(4)  Plus  1.5  percent  of  the  skim  milk 
and  butterfat,  respectively,  in  bulk  fluid 
milk  products  received  by  transfer  from 
other  pool  plants; 

(5)  Plus  1.5  percent  of  the  skim  milk 
and  butterfat,  respectively,  in  bulk  fluid 
milk  products  received  from  other  order 
plants,  excluding  the  quantity  for  which 
Class  n  or  Class  III  classification  is  re¬ 
quested  by  the  operators  of  both  plants ; 

(6)  Plus  1.5  percent  of  the  skim  milk 
and  butterfat,  respectively,  in  bulk  fluid 
milk  products  received  from  unregulated 
supply  plants,  excluding  the  quantity  for 
which  Class  II  or  Class  III  classification 
is  requested  by  the  handler;  and 

(7)  Less  1.5  percent  of  the  skim  milk 
and  butterfat,  respectively,  in  bulk  fluid 
milk  products  transferred  to  other 
plants;  and 

(c)  The  quantity  of  skim  milk  and 
butterfat,  respectively,  in  shrinkage  of 
milk  from  producers  for  which  a  coopera¬ 
tive  association  is  the  handler  pursuant 
to  §  1049.8(b),  but  not  to  exceed  0.5  per¬ 
cent  of  the  skim  milk  and  butterfat,  re¬ 
spectively,  in  such  milk.  If  the  operator 
of  the  plant  to  which  the  milk  is 
delivered  purchases  such  milk  on  the 
basis  of  farm  weights,  no  shrinkage  shall 
be  allowed. 


§  1049.45  Classification  of  transfers  and 
diversions. 

(a)  Transfers  and  diversions  to  pool 
plants.  Skim  milk  or  butterfat  trans¬ 
ferred  or  diverted  in  the  form  of  a  fluid 
milk  product  or  a  bulk  fluid  cream 
product  from  a  pool  plant  to  the  pool 
plant  of  another  handler  (or  to  any  pool 
plant  if  allocations  pursuant  to  §  1049.47 
are  on  an  individual  plant  basis)  shall 
be  classified  as  Class  I  milk  unless  the 
operators  of  both  plants  request  the  same 
classification  in  another  class.  The  clas¬ 
sification  of  such  transfers  or  diversions 
shall  be  subject  to  the  following  condi¬ 
tions: 

(1)  The  skim  milk  or  butterfat  clas¬ 
sified  in  each  class  shall  be  limited  to  the 
amount  of  skim  milk  and  butterfat,  re¬ 
spectively,  remaining  in  such  class  at  the 
transferee  or  divertee  plant  after  the 
computations  pursuant  to  §  1049.47(a) 
(11)  and  the  corresponding  step  of 
§  1049.47(b)  ; 

(2)  If  the  transferor  or  divertor  plant 
received  during  the  month  other  source 
milk  to  be  allocated  pursuant  to  §  1049.47 
(a)(6)  or  the  corresponding  step  of 
§  1049.47(b),  the  skim  milk  or  butterfat 
so  transferred  or  diverted  shall  be 
classified  so  as  to  allocate  the  least 
possible  Class  I  utilization  to  such  other 
source  milk ;  and 

(3)  If  the  transferor  or  divertor 
handler  received  during  the  month  other 
source  milk  to  be  allocated  pursuant  to 
§  1049.47(a)  (10)  or  (11)  or  the  cor¬ 
responding  steps  of  §  1049.47(b),  the 
skim  milk  or  butterfat  so  transferred  or 
diverted,  up  to  the  total  of  the  skim  milk 
and  butterfat,  respectively,  in  such  re¬ 
ceipts  of  other  source  milk,  shall  not  be 
classified  as  Class  I  milk  to  a  greater 
extent  than  would  be  the  case  if  the  other 
source  milk  had  been  received  at  the 
transferee  or  divertee  plant. 

(b)  Transfers  and  diversions  to  other 
order  plants.  Skim  milk  or  butterfat 
transferred  or  diverted  in  the  form  of  a 
fluid  milk  product  or  a  bulk  fluid  cream 
product  from  a  pool  plant  to  an  other 
order  plant  shall  be  classified  in  the  fol¬ 
lowing  manner.  Such  classification  shall 
apply  only  to  the  skim  milk  or  butterfat 
that  is  in  excess  of  any  receipts  at  the 
pool  plant  from  the  other  order  plant  of 
skim  milk  and  butterfat,  respectively,  in 
fluid  milk  products  and  bulk  fluid  cream 
products,  respectively,  that  are  in  the 
same  category  as  described  in  subpara¬ 
graph  (1),  (2),  or  (3)  of  this  paragraph : 

(1)  If  transferred  as  packaged  fluid 
milk  products,  classification  shall  be  in 
the  classes  to  which  allocated  as  a  fluid 
milk  product  under  the  other  order ; 

(2)  If  transferred  in  bulk  form,  classi¬ 
fication  shall  be  in  the  classes  to  which 
allocated  under  the  other  order  (includ¬ 
ing  allocation  under  the  conditions  set 
forth  in  subparagraph  (3)  of  this 
paragraph) ; 

(3)  If  the  operators  of  both  plants  so 
request  in  their  reports  of  receipts  and 
utilization-  filed  with  their  respective 
market  administrators,  transfers  or  di¬ 
versions  in  bulk  form  shall  be  classified 


as  Class  II  or  Class  m  milk  to  the  extent 
of  such  utilizations  available  for  such 
classification  pursuant  to  the  allocation 
provisions  of  the  other  order; 

(4)  If  information  concerning  the 
classes  to  which  such  transfers  or  diver¬ 
sions  were  allocated  under  the  other 
order  is  not  available  to  the  market  ad¬ 
ministrator  for  the  purpose  of  establish¬ 
ing  classification  under  this  paragraph, 
classification  shall  be  as  Class  I,  subject 
to  adjustment  when  such  information  is 
available; 

(5)  For  purposes  of  this  paragraph,  if 
the  other  order  provides  for  a  different 
number  of  classes  of  utilization  than  is 
provided  for  under  this  part,  skim  milk 
or  butterfat  allocated  to  a  class  consist¬ 
ing  primarily  of  fluid  milk  products  shall 
be  classified  as  Class  I  milk,  and  skim 
milk  or  butterfat  allocated  to  the  other 
classes  shall  be  classified  as  Class  III 
milk;  and 

(6)  If  the  form  in  which  any  fluid  milk 
product  that  is  transferred  to  an  other 
order  plant  is  not  defined  as  a  fluid  milk 
product  under  such  other  order,  classifi¬ 
cation  under  this  paragraph  shall  be  in 
accordance  with  the  provisions  of 
§§  1049.41  through  1049.43. 

(c)  Transfers  to  producer-handlers. 
Skim  milk  or  butterfat  transferred  in  the 
following  forms  from  a  pool  plant  to  a 
producer-handler  under  this  or  any  other 
Federal  order  shall  be  classified: 

(1)  As  Class  I  milk,  if  transferred  in 
the  form  of  a  fluid  milk  product;  and 

(2)  In  accordance  with  the  utilization 
assigned  to  it,  if  transferred  in  the  form 
of  a  bulk  fluid  cream  product.  For  this 
purpose,  the  producer-handler’s  utiliza¬ 
tion  of  skim  milk  and  butterfat  in  each 
class,  in  series  beginning  with  Class  III, 
shall  be  assigned  to  the  extent  possible  to 
his  receipts  of  skim  milk  and  butterfat, 
respectively,  in  bulk  fluid  cream  products, 
pro  rata  to  each  source. 

(d)  Transfers  and  diversions  to  other 
nonpool  plants.  Skim  milk  or  butterfat 
transferred  or  diverted  in  the  form  of  a 
fluid  milk  product  or  a  bulk  fluid  cream 
product  from  a  pool  plant  to  a  nonpool 
plant  that  is  not  an  other  order  plant  or 
a  producer-handler  plant  shall  be  classi¬ 
fied  as  Class  I  milk,  subject  to  the  fol¬ 
lowing  conditions: 

(1)  If  the  transferor  or  divertor  han¬ 
dler  so  requests  and  the  conditions  de¬ 
scribed  in  subdivisions  (i)  and  (ii)  of 
this  subparagraph  are  met,  transfers  or 
diversions  in  bulk  form  shall  be  classified 
on  the  basis  of  the  assignment  of  the 
nonpool  plant’s  utilization  to  its  receipts 
as  set  forth  in  subparagraphs  <2) 
through  (7)  of  this  paragraph: 

(1)  The  transferor  or  divertor  handler 
claims  such  classification  in  his  report  of 
receipts  and  utilization  filed  pursuant  to 
§  1049.30  for  the  month  within  which 
such  transaction  occurred;  and 

(ii)  The  nonpool  plant  operator  main¬ 
tains  books  and  records  showing  the  uti¬ 
lization  of  all  skim  milk  and  butterfat  re¬ 
ceived  at  such  plant  which  are  made 
available  for  verification  purposes  if  re¬ 
quested  by  the  market  administrator; 

(2)  Class  I  route  disposition  of  the 
nonpool  plant  in  the  marketing  area  of 
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each  Federal  milk  order  and  transfers 
of  packaged  fluid  milk  products  from 
such  nonpool  plant  to  plants  fully  regu¬ 
lated  under  such  order  shall  be  assigned 
to  the  extent  possible : 

<i)  First  to  receipts  of  packaged  fluid 
milk  products  at  such  nonpool  plant 
from  pool  plants;  and 

<ii)  Any  remaining  such  route  disposi¬ 
tion  and  transfers  from  the  nonpool 
plant  shall  be  assigned  pro  rata  to  any 
remaining  unassigned  receipts  of  pack¬ 
aged  fluid  milk  products  at  such  nonpool 
plant  from  other  order  plants; 

(3)  Class  I  disposition  from  the  non¬ 
pool  plant  of  packaged  fluid  milk  prod¬ 
ucts  other  than  that  described  in  sub- 
paragraph  (2)  of  this  paragraph  shall  be 
assigned  pro  rata  to  any  receipts  of  pack¬ 
aged  fluid  milk  products  at  such  nonpool 
plant  from  pool  plants  and  other  order 
plants  that  remain  unassigned  after  the 
assignment  pursuant  to  subparagraph 

(2)  of  this  paragraph; 

(4)  Class  I  disposition  of  packaged 
fluid  milk  products  described  in  subpara¬ 
graph  (2)  of  this  paragraph  that  was 
not  assigned  pursuant  to  such  subpara¬ 
graph  and  transfers  of  bulk  fluid  milk 
products  from  the  nonpool  plant  to  pool 
plants  and  other  order  plants,  to  the  ex¬ 
tent  that  such  transfers  and  any  remain¬ 
ing  transfers  of  packaged  fluid  milk  prod¬ 
ucts  to  each  such  pool  plant  and  other 
order  plant  exceed  receipts  of  fluid  milk 
products  from  such  plant  and  that  such 
excess  is  allocated  to  Class  I  at  the  trans¬ 
feree  plant,  shall  be  assigned  to  the  ex¬ 
tent  possible: 

(i)  First  to  receipts  of  fluid  milk  prod¬ 
ucts  at  such  nonpool  plant  from  pool 
plants  that  remain  unassigned  after  the 
assignments  pursuant  to  subparagraphs 
(2)  and  (3)  of  this  paragraph ;  and 

(ii)  Any  remaining  such  Class  I  dis¬ 
position  and  transfers  from  the  nonpool 
plant  shall  be  assigned  pro  rata  to  any 
remaining  unassigned  receipts  of  fluid 
milk  products  at  such  nonpool  plant  from 
other  order  plants; 

(5)  Any  remaining  unassigned  Class  I 
utilization  at  the  nonpool  plant  shall  be 
assigned  to  the  extent  possible: 

(i)  First  to  such  nonpool  plant’s  re¬ 
ceipts  from  dairy  farmers  who  the  mar¬ 
ket  administrator  determines  constitute 
regular  sources  of  bottling  grade  milk 
for  such  nonpool  plant;  and 

(ii)  Any  remaining  unassigned  Class 
I  utilization  shall  be  assigned  to  the  non¬ 
pool  plant’s  receipts  of  bottling  grade 
milk  from  plants  not  fully  regulated  un¬ 
der  any  Federal  milk  order; 

( 6 )  Any  remaining  unassigned  receipts 
of  fluid  milk  products  and  bulk  fluid 
cream  products  at  the  nonpool  plant 
from  pool  plants  and  other  order  plants 
shall  be  assigned  pro  rata  to  such  re¬ 
maining  unassigned  receipts  from  each 
source  in  sequence  to  any  Class  III  utili¬ 
zation,  then  any  Class  II  utilization,  and 
then  any  remaining  Class  I  utilization 
at  the  nonpool  plant;  and 

( 7 )  In  determining  the  nonpool  plant’s 
utilization  for  purposes  of  this  para¬ 
graph,  any  fluid  milk  products  and  bulk 
fluid  cream  products  transferred  from 
such  nonpool  plant  to  a  plant  not  fully 


regulated  under  any  Federal  milk  order 
shall  be  classified  on  the  basis  of  the  sec¬ 
ond  plant’s  utilization  using  the  same 
assignment  priorities  at  the  second  plant 
that  are  set  forth  in  this  paragraph. 

§  1049.46  Classification  of  producer 
milk. 

Each  month  the  market  administrator 
shall  determine  the  classification  of  pro¬ 
ducer  milk  in  the  following  manner: 

(a)  Correct  for  mathematical  and 
other  obvious  errors  all  reports  filed  pur¬ 
suant  to  §  1049.30  and  compute  sep¬ 
arately  for  each  pool  plant  and  for  each 
cooperative  association  with  respect  to 
milk  for  which  it  is  the  handler  pursuant 
to  §  1049.8(b)  the  pounds  of  skim  milk 
and  butterfat,  respectively,  in  each  class 
in  accordance  with  §§  1049.40  through 
1049.45  and  §  1049.48.  For  purposes  of 
this  paragraph  and  §  1049.47,  fluid  cream 
products  that  are  received  from  another 
plant  in  packaged  form  and  disposed  of, 
or  held  in  inventory,  in  the  same  con¬ 
tainer  in  which  received  shall  not  be 
included  in  a  handler’s  receipts,  inven¬ 
tory,  or  disposition  unless  such  products 
become  other  source  milk  pursuant  to 
§  1049.16  (b)  or  (c) ; 

(b)  For  each  handler  described  in 
§  1049.8(a),  allocate  in  accordance  with 
§  1049.47  such  handler’s  receipts  of  skim 
milk  and  butterfat  to  his  utilization  of 
skim  milk  and  butterfat  in  each  class, 
subject  to  the  following  conditions: 

(1)  If  the  handler  is  a  cooperative  as¬ 
sociation,  such  receipts  and  utilization 
shall  not  include  any  milk  for  which  it 
is  the  handler  pursuant  to  §  1049.8(b); 
and 

(2)  If  the  handler  operates  two  or 
more  pool  plants,  such  receipts  and  utili¬ 
zation  shall  be  for  all  of  his  pool  plants 
combined  unless  the  handler  requests 
in  his  reports  filed  pursuant  to  §  1049.30 
that  the  classification  of  producer  milk 
be  determined  separately  for  each  of  his 
pool  plants  and  he  has  no  skim  milk 
or  butterfat  that  would  be  allocated  un¬ 
der  §  1049.47(a)  (10)  or  (11)  or  the 
corresponding  steps  of  §  1049.47(b) ;  and 

(c)  The  quantity  of  producer  milk  in 
each  class  shall  be  the  following: 

(1)  For  each  cooperative  association 
with  respect  to  milk  for  which  it  is  the 
handler  pursuant  to  §  1049.8(b),  the 
combined  pounds  of  skim  milk  and  but¬ 
terfat  in  each  class  that  were  determined 
pursuant  to  paragraph  (a)  of  this  sec¬ 
tion;  and 

(2)  For  each  handler  described  in 
§  1049.8(a),  the  combined  pounds  of 
skim  milk  and  butterfat  remaining  in 
each  class  after  the  computations  pur¬ 
suant  to  §  1049.47(a)  (13)  and  the  cor¬ 
responding  step  of  §  1049.47  (b) . 

§  1049.47  Allocation  of  receipts  to  utili¬ 
zation. 

For  the  purpose  of  §  1049.46,  a  han¬ 
dler's  receipts  shall  be  allocated  to  his 
utilization  as  follows: 

(a)  Skim  milk  shall  be  allocated  in  the 
following  manner: 

(1)  Subtract  from  the  total  pounds  of 
skim  milk  in  Class  III  the  pounds  of 


skim  milk  classified  as  Class  m  milk 
pursuant  to  8  1049.43(g)(2); 

(2)  Subtract  from  the  total  pounds  of 
skim  milk  in  Class  I  the  pounds  of  skim 
milk  in  receipts  of  packaged  fluid  milk 
products  from  an  unregulated  supply 
plant  to  the  extent  that  an  equivalent 
amount  of  skim  milk  disposed  of  to  such 
plant  by  handlers  fully  regulated  under 
any  Federal  milk  order  is  classified  and 
priced  as  Class  I  milk  and  is  not  used 
as  an  offset  for  any  other  payment  ob¬ 
ligation  under  any  order; 

(3)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class  the  pounds 
of  skim  milk  in  fluid  milk  products  re¬ 
ceived  in  packaged  form  from  an  other 
order  plant,  except  that  to  be  subtracted 
pursuant  to  subparagraph  (6)  (vi)  of 
this  paragraph,  as  follows : 

(i)  From  Class  III  milk,  the  lesser  of 
the  pounds  remaining  or  2  percent  of 
such  receipts;  and 

(ii)  From  Class  I  milk,  the  remainder 
of  such  receipts; 

(4)  With  respect  to  a  plant  that  was 
fully  regulated  in  the  immediately  pre¬ 
ceding  month  under  any  Federal  milk 
order  providing  for  a  similar  allocation 
of  beginning  inventories  of  packaged 
fluid  milk  products: 

(i)  Subtract  from  the  remaining 
pounds  of  skim  milk  in  Class  I  the  pounds 
of  skim  milk  in  packaged  fluid  milk 
products  that  are  in  inventory  at  the 
beginning  of  the  month;  and 

(ii)  Subtract  from  the  pounds  of  skim 
milk  in  Class  II  the  pounds  of  skim  milk 
in  packaged  fluid  cream  products  that 
are  in  inventory  at  the  beginning  of  the 
month; 

(5)  Subtract  from  the  remaining 
pounds  of  skim  milk  in  Class  II  the 
pounds  of  skim  milk  in  other  source 
milk  (except  that  received  in  the  form 
of  a  fluid  milk  product  or  a  fluid  cream 
product)  that  is  added  to,  or  used  to 
produce,  any  product  specified  in 
§  1049.42; 

(6)  Subtract  in  the  order  specified 
below  from  the  pounds  of  skim  milk  re¬ 
maining  in  each  class,  in  series  begin¬ 
ning  with  Class  III,  the  pounds  of  skim 
milk  in  each  of  the  following: 

(i)  Other  source  milk  (except  that  re¬ 
ceived  in  the  form  of  a  fluid  milk  prod¬ 
uct)  that  was  not  subtracted  pursuant 
to  subparagraph  (5)  of  this  paragraph: 

(ii)  Receipts  of  fluid  milk  products 
(except  filled  milk)  for  which  bottling 
grade  certification  is  not  established ; 

(iii)  Receipts  of  fluid  milk  products 
from  unidentified  sources; 

(iv)  Receipts  of  fluid  milk  products 
from  a  producer-handler  as  defined  un¬ 
der  this  or  any  other  Federal  milk  order; 

(v)  Receipts  of  reconstituted  skim 
milk  in  filled  milk  from  an  unregulated 
supply  plant  that  were  not  subtracted 
pursuant  to  subparagraph  (2)  of  this 
paragraph;  and 

(vi)  Receipts  of  reconstituted  skim 
milk  in  filled  milk  from  another  order 
plant  that  is  regulated  under  any  Fed¬ 
eral  milk  order  providing  for  individual- 
handler  pooling,  to  the  extent  that  re¬ 
constituted  skim  milk  is  allocated  to 
Class  I  at  the  transferor  plant; 
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(7)  Subtract  in  the  order  specified 
below  from  the  pounds  of  skim  milk  re¬ 
maining  in  Class  II  and  Class  in,  in 
sequence  beginning  with  Class  III,  but 
not  in  excess  of  such  quantities,  the 
pounds  of  skim  milk  in  each  of  the 
following: 

(i)  Receipts  of  fluid  milk  products 
from  an  unregulated  supply  plant  that 
were  not  subtracted  pursuant  to  subpar¬ 
agraphs  (2)  and  (6)  (v)  of  this  para¬ 
graph: 

(a)  For  which  the  handler  requests 
Class  II  or  Class  III  classification;  or 

(b)  Which  are  in  excess  of  the  pounds 
of  skim  milk  determined  by  multiplying 
the  pounds  of  skim  milk  remaining  in 
Class  I  by  1.25  and  subtracting  the  sum 
of  the  pounds  of  skim  milk  in  receipts  of 
producer  milk,  fluid  milk  products  from 
pool  plants  of  other  handlers  (or  any  pool 
plant  if  allocation  is  on  an  individual 
plant  basis),  and  bulk  fluid  milk  prod¬ 
ucts  from  other  order  plants  that  were 
not  subtracted  pursuant  to  subparagraph 
(6)  (vi)  of  this  paragraph:  and 

(ii)  Receipts  of  bulk  fluid  milk  prod¬ 
ucts  from  an  other  order  plant  that  are 
in  excess  of  bulk  fluid  milk  products 
transferred  or  diverted  to  such  plant 
and  that  were  not  subtracted  pursu¬ 
ant  to  subparagraph  (6)  (vi)  of  this  par¬ 
agraph,  if  Class  II  or  Class  III  classifi¬ 
cation  is  requested  by  the  operator  of 
the  other  order  plant  and  the  handler: 

(8)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class,  in  series 
beginning  with  Class  III,  the  pounds 
of  skim  milk  in  inventory  at  the  begin¬ 
ning  of  the  month  of  fluid  milk  prod¬ 
ucts  and  fluid  cream  products  that 
were  not  subtracted  pursuant  to  sub- 
paragraph  (4)  of  this  paragraph: 

(9)  Add  to  the  remaining  pounds  of 
skim  milk  in  Class  III  the  pounds  sub¬ 
tracted  pursuant  to  subparagraph  (1) 
of  this  paragraph; 

(10)  Subtract  from  the  pounds  of 
skim  milk  remaining  in  each  class,  pro 
rata  to  such  quantities  in  Class  I  and  in 
Class  II  and  Class  III  combined,  with 
the  quantity  prorated  to  Class  II  and 
Class  III  combined  being  subtracted  first 
from  Class  III  and  then  from  Class  II,  the 
pounds  of  skim  milk  in  receipts  of  fluid 
milk  products  from  an  unregulated  sup¬ 
ply  plant  that  were  not  subtracted  pur¬ 
suant  to  subparagraphs  (2),  (6)  (v),  and 
(7)  (i)  of  this  paragraph  and  were  not 
offset  by  transfers  of  fluid  milk  products 
to  the  same  unregulated  supply  plant 
from  which  fluid  milk  products  to  be 
allocated  at  this  step  were  received: 

(11)  Subtract  in  the  order  specified 
below  from  the  pounds  of  skim  milk  re¬ 
maining  in  each  class  the  pounds  of  skim 
milk  in  receipts  of  bulk  fluid  milk  prod¬ 
ucts  from  an  other  order  plant  that 
are  in  excess  of  bulk  fluid  milk  products 
transferred  or  diverted  to  such  plant 
and  that  were  not  subtracted  pursuant 
to  subparagraphs  (6)  (vi)  and  (7)  (ii) 
of  this  paragraph: 

(i)  From  each  class,  in  series  begin¬ 
ning  with  Class  III,  the  pounds  deter¬ 
mined  by  multiplying  the  pounds  of  such 
net  receipts  by  the  larger  of  the  per- 
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centage  of  estimated  combined  Class  II 
and  Class  III  utilization  of  skim  milk 
announced  for  the  month  by  the  market 
administrator  pursuant  to  §  1049 ,27(m) 
or  the  percentage  that  the  combined 
Class  II  and  Class  III  utilization  remain¬ 
ing  is  of  the  total  remaining  utilization 
of  skim  milk  of  the  handler;  and 

(11)  From  Class  I,  the  remainder  of 
such  receipts; 

(12)  Subtract  from  the  pounds  of 
skim  milk  remaining  in  each  class  the 
pounds  of  skim  milk  in  fluid  milk  prod¬ 
ucts  and  bulk  fluid  cream  products  from 
pool  plants  of  other  handlers  (or  any  pool 
plant  if  allocation  is  on  an  individual 
plant  basis)  according  to  the  classifica¬ 
tion  of  such  products  pursuant  to 
§  1049.45 fa):  and 

(13)  If  the  total  pounds  of  skim  milk 
remaining  in  all  classes  exceed  the 
pounds  of  skim  milk  in  producer  milk, 
subtract  such  excess  from  the  pounds  of 
skim  milk  remaining  in  each  class  in 
series  beginning  with  Class  III.  Any 
amount  so  subtracted  shall  be  known  as 
“overage”;  and 

(b)  Butterfat  shall  be  allocated  in 
accordance  with  the  procedure  outlined 
for  skim  milk  in  paragraph  (a)  of  this 
section. 

§  1049.48  Responsibility  of  handlers 
and  reclassification  of  milk. 

(a)  All  skim  milk  and  butterfat  shall 
be  classified  as  Class  I  milk  unless  the 
handler  who  first  receives  such  skim  milk 
or  butterfat  proves  to  the  market  admin¬ 
istrator  that  such  skim  milk  or  butterfat 
should  be  classified  otherwise. 

<b)  If  verification  by  the  market  ad¬ 
ministrator  discloses  that  the  original 
classification  of  skim  milk  or  butterfat 
was  incorrect,  such  skim  milk  or  butter¬ 
fat  shall  be  reclassified. 

9.  Section  1049.51  is  revised  as  follows: 
§  1049.51  Class  prices. 

Subject  to  the  provisions  of  §§  1049.52 
and  1049.53,  the  class  prices  per  hundred¬ 
weight  for  the  month  shall  be  as  follows: 

(a)  Class  1  price.  The  Class  I  price 
shall  be  the  basic  formula  price  for  the 
preceding  month  plus  $1.27,  plus  20 
cents. 

<b)  Class  II  price.  The  Class  n  price 
shall  be  the  basic  formula  price  for  the 
month  plus  20  cents. 

(c)  Class  III  price.  The  Class  III  price 
shall  be  the  basic  formula  price  for  the 
month. 

10.  Section  1049.52  is  revised  as 
follows: 

§  1049.52  Butterfal  differential. 

For  milk  containing  more  or  less  than 
3.5  percent  butterfat,  the  class  prices 
specified  in  §  1049.51  and  the  uniform 
price  specified  in  §  1049.71  shall  be  in¬ 
creased  or  decreased,  respectively,  for 
each  one-tenth  percent  butterfat  varia¬ 
tion  from  3.5  percent  by  an  amount, 
rounded  to  the  nearest  one-tenth  cent, 
that  is  equal  to  the  butter  price  for  the 
month  multiplied  by  0.115. 

11.  Section  1049.53  is  revised  as 
follows: 


§  1049.53  Location  adjustments  to  han¬ 
dlers. 

(a)  For  producer  milk  received  at  a 
pool  plant  which  is  classified  as  Class  I 
milk  and  eligible  pursuant  to  paragraph 
(b)  or  (c)  of  this  section  for  location 
adjustment,  the  Class  I  price  specified  in 
§  1049.51(a)  shall  be  reduced  according 
to  the  location  of  such  plant  by  the  appli¬ 
cable  amount  set  forth  below: 

( 1 )  At  any  plant  located  within : 

Rate  of 
adjustment 
per  hundred¬ 
weight  (cents) 


(i)  The  State  of  Ohio  or  any  Indiana 

county  not  specifically  named  in  sub¬ 
divisions  (ii)  through  (iv)  of  this 
subparagraph  _  0 

(ii)  Any  of  the  Indiana  counties  of 
Adams,  Allen,  Blackford,  Cass,  Carroll, 

De  Kalb,  Huntington,  Jay,  La  Grange, 
Miami,  Noble,  Steuben,  Wabash,  Wells, 
White,  and  Whitley . . 4 

(iii)  Any  of  the  Indiana  counties  of 
Benton,  Elkhart,  Fulton,  Jasper,  Kos¬ 
ciusko,  Marshall,  Newton,  Pulaski,  and 
St.  Joseph,  and  the  Michigan  counties 

of  Berrieh  and  Cass _  8 

(iv)  Any  of  the  Indiana  counties  of 

Lake,  La  Porte,  Porter,  and  Starke _  12 


(2)  For  any  plant  located  outside  the 
area  specified  in  subparagraph  ( 1 )  of 
this  paragraph,  the  applicable  amount 
shall  be  1.5  cents  for  each  10  miles  or 
fraction  thereof  that  such  plant  is  from 
the  nearest  of  the  Monument  Circle  in 
Indianapolis  or  the  main  post  offices  of 
Fort  Wayne,  South  Bend,  or  Valparaiso, 
all  in  Indiana,  plus  the  location  adjust¬ 
ment  applicable  at  such  nearest  point 
pursuant  to  subparagraph  (1)  of  this 
paragraph;  and 

(3)  In  determining  location  adjust¬ 
ments,  mileage  shall  be  based  on  the 
shortest  hard-surfaced  highway  dis¬ 
tance  as  determined  by  the  market 
administrator. 

(b)  If  skim  milk  and  butterfat  are 
allocated  on  an  individual  plant  basis 
pursuant  to  §  1049.47,  the  quantity  of 
milk  received  at  the  plant  that  shall  be 
subject  to  location  adjustment  shall  be 
determined  as  follows.  In  applying  the 
following  rules,  diversions  to  pool  plants 
pursuant  to  §  1049.14(c)  shall  be  treated 
the  same  as  producer  milk  at  the  divertee 
plant  and  shall  be  excluded  from  receipts 
at  the  divertor  plant,  except  that  in  the 
case  of  diversions  to  a  pool  plant  located 
in  the  marketing  area  or  to  a  pool  plant 
at  which  the  location  adjustment  is  zero 
such  diversions  shall  be  treated  the  same 
as  a  transfer  from  the  divertor  plant  to 
the  plant  to  which  diverted; 

(1)  From  the  total  pounds  of  Class  I 
skim  milk  and  butterfat,  respectively,  at 
such  plant  subtract  any  beginning  in¬ 
ventory  and  other  source  milk  allocated 
to  Class  I  pursuant  to  §  1049.47  fa)  and 
(b)  and  any  Class  I  transfers  to  other 
pool  plants; 

(2)  The  amount  of  Class  I  transfers 
from  such  plant  to  other  pool  plants  that 
is  eligible  for  a  location  adjustment  shall 
be  determined  at  the  transferee  plant  as 
follows: 

(i)  From  the  total  pounds  of  Class  I 
skim  milk  and  butterfat.  respectively,  at 
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such  transferee  plant  (excluding  Class  I 
transfers  to  other  pool  plants  that  are 
not  eligible  for  location  adjustment  as 
determined  at  such  other  pool  plants) 
subtract  any  beginning  inventory  and 
other  source  milk  allocated  to  Class  I 
pursuant  to  §  1049.47  (a)  and  (b) ; 

(ii)  From  the  remaining  pounds  of 
Class  I  skim  milk  and  butterfat,  respec¬ 
tively,  subtract  the  skim  milk  and  butter- 
fat,  respectively,  in  receipts  at  such 
transferee  plant  of  producer  milk; 

(iii)  Assign  the  remaining  amount  of 
Class  I  skim  milk  and  butterfat  to  fluid 
milk  products  received  by  transfer  from 
other  pool  plants  in  sequence  beginning 
with  receipts  from  the  plant  having  the 
highest  Class  I  price;  and 

(iv)  The  amount  of  Class  I  transfers 
eligible  for  location  adjustment  at  each 
transferor  plant  shall  be  the  quantity 
assigned  pursuant  to  subdivision  (iii)  of 
this  subparagraph  or  the  quantity  of 
Class  I  skim  milk  and  butterfat  trans¬ 
ferred  from  such  plant  to  the  transferee 
plant,  whichever  is  less;  and 

(3)  The  sum  of  the  quantities  deter¬ 
mined  pursuant  to  subparagraphs  (1) 
and  (2)  (iv)  of  this  paragraph,  or  the 
total  pounds  of  milk  received  at  the 
plant  as  producer  milk,  whichever  is  less, 
shall  be  the  total  quantity  of  milk  eligible 
for  location  adjustment  at  such  plant. 

(c)  If  skim  milk  and  butterfat  are 
allocated  on  a  system  basis  pursuant  to 
§  1049.47,  the  quantity  of  milk  received 
at  each  plant  as  producer  milk  that  shall 
be  subject  to  any  location  adjustment 
applicable  at  such  plant  shall  be  deter¬ 
mined  as  follows: 

(1)  Assign  to  the  skim  milk  and  but¬ 
terfat,  respectively,  in  the  combined 
Class  II  and  Class  III  utilization  at  each 
plant  of  the  handler  (excluding  any  such 
utilization  at  each  plant  based  on  trans¬ 
fers  to  other  pool  plants  of  the  handler) 
any  beginning  inventory  and  other  source 
milk  receipts  at  such  plant  of  the  re¬ 
spective  category  allocated  to  such  com¬ 
bined  class  uses  pursuant  to  each  sub- 
paragraph  of  §  1049.47(a)  and  the  cor¬ 
responding  step  of  §  1049.47(b).  If  the 
same  category  of  other  source  milk  to 
be  assigned  to  the  combined  Class  II  and 
Class  III  utilization  was  received  at  two 
or  more  plants  of  the  handler,  such  other 
source  milk  shall  be  assigned  first  to  the 
combined  Class  n  and  Class  III  utiliza¬ 
tion  at  the  plant  where  the  lowest  Class 
I  price  applies  and  then  in  sequence  to 
such  utilization  at  plants  having  the  next 
higher  Class  I  prices  (excluding  in  each 
case  utilization  based  on  transfers  to  his 
other  pool  plants).  To  the  extent  that 
combined  Class  II  and  Class  III  utiliza¬ 
tion  of  beginning  inventory  and  other 
source  milk  remains  unassigned,  such  re¬ 
mainder  shall  be  assigned  first  to  the 
remaining  combined  Class  II  and  Class 
III  utilization  at  the  plant  where  the 
lowest  Class  I  price  applies  and  then  in 
sequence  to  such  utilization  at  plants 
having  the  next  higher  Class  I  prices; 

(2)  From  the  total  pounds  of  Class  I 
skim  milk  and  butterfat,  respectively,  at 
each  plant  of  the  handler  (excluding 
transfers  to  his  other  pool  plants  and 
Class  I  transfers  to  pool  plants  of  other 


handlers)  subtract  the  pounds  of  skim 
milk  and  butterfat  in  the  respective 
category  of  other  source  milk  received 
and  beginning  inventory  at  such  plant 
which  exceed  the  quantities  assigned  to 
Class  II  and  Class  III  utilization  at  such 
plant  pursuant  to  subparagraph  (1)  of 
this  paragraph; 

(3)  The  amount  of  transfers  from  each 
plant  to  other  pool  plants  of  the  handler 
operating  such  plant  and  Class  I  trans¬ 
fers  to  pool  plants  of  other  handlers  that 
are  eligible  for  a  location  adjustment 
shall  be  determined  at  the  transferee 
plant  as  follows: 

(i)  To  the  pounds  of  Class  I  skim  milk 
and  butterfat,  respectively,  remaining  at 
the  transferee  plant  after  the  computa¬ 
tion  pursuant  to  subparagraph  (2)  of 
this  paragraph  add  any  Class  I  transfers 
from  such  plant  to  other  pool  plants  that 
are  eligible  for  location  adjustment  as 
determined  at  the  plants  to  which  such 
transfers  were  made,  and  then  subtract 
the  skim  milk  and  butterfat,  respectively, 
in  receipts  at  such  transferee  plant  of 
producer  milk; 

(ii)  Assign  the  remaining  amount  of 
Class  I  skim  milk  and  butterfat  to  fluid 
milk  products  received  by  transfer  from 
other  pool  plants  in  sequence  beginning 
with  receipts  from  the  plant  having  the 
highest  Class  I  price;  and 

(iii)  The  amount  of  Class  I  transfers 
eligible  for  location  adjustment  at  each 
transferor  plant  shall  be  the  quantity 
assigned  pursuant  to  subdivision  (ii)  of 
this  subparagraph  or  the  quantity  of 
Class  I  skim  milk  and  butterfat  trans¬ 
ferred  from  such  plant  to  the  transferee 
plant,  whichever  is  less;  and 

(4)  The  sum  of  the  quantities  deter¬ 
mined  pursuant  to  subparagraphs  (2) 
and  (3)  (iii)  of  this  paragraph,  or  the 
total  pounds  of  milk  received  at  the  plant 
as  producer  milk,  whichever  is  less,  shall 
be  the  total  quantity  of  milk  eligible  for 
location  adjustment  at  such  plant. 

(d)  The  Class  I  price  applicable  to 
other  source  milk  shall  be  reduced  at 
the  rates  set  forth  in  paragraph  (a)  of 
this  section,  except  that  the  adjusted 
Class  I  price  shall  not  be  less  than  the 
Class  III  price. 

12.  In  §  1049.61(e),  subparagraph  (2) 
is  revised  as  follows: 

§  1049.61  Plants  subject  to  other  Fed¬ 
eral  orders. 

***** 

(e)  *  *  * 

(2)  Compute  the  value  of  the  recon¬ 
stituted  skim  milk  assigned  in  subpara¬ 
graph  (1)  of  this  paragraph  to  route  dis¬ 
position  in  this  marketing  area  by 
multiplying  the  quantity  of  such  skim 
milk  by  the  difference  between  the  Class 
I  price  under  this  part  that  is  applicable 
at  the  location  of  the  other  order  plant 
(but  not  to  be  less  than  the  Class  III 
price)  and  the  Class  III  price. 

13.  Section  1049.62  is  revised  as 
follows: 

§  1049.62  Obligation  of  handler  operat¬ 
ing  a  partially  regulated  distributing 
plant. 

Each  handler  who  operates  a  partially 
regulated  distributing  plant  shall  pay  on 


or  before  the  25th  day  after  the  end  of 
the  month  to  the  market  administrator 
for  the  producer-settlement  fund  the 
amount  computed  pursuant  to  para¬ 
graph  (a)  of  this  section.  If  the  handler 
submits  pursuant  to  §§  1049.31(b)  and 
1049.32(b)  the  information  necessary 
for  making  the  computations,  such 
handler  may  elect  to  pay  in  lieu  of  such 
payment  the  amount  computed  pursuant 
to  paragraph  (b)  of  this  section: 

(a)  The  payment  under  this  para¬ 
graph  shall  be  the  amount  resulting  from 
the  following  computations: 

(1)  Determine  the  pounds  of  skim 
milk  and  butterfat,  respectively,  in  the 
partially  regulated  distributing  plant’s 
route  disposition  in  the  marketing  area; 

(2)  Subtract  the  pounds  of  skim  milk 
and  butterfat,  respectively,  received  at 
the  partially  regulated  distributing 
plant: 

(i)  As  Class  I  milk  from  pool  plants 
and  other  order  plants,  except  that  sub¬ 
tracted  under  a  similar  provision  of  an¬ 
other  Federal  milk  order;  and 

(ii)  From  another  nonpool  plant  that 
is  not  an  other  order  plant  to  the  extent 
that  an  equivalent  amount  of  skim  milk 
or  butterfat  disposed  of  to  such  nonpool 
plant  by  handlers  fully  regulated  under 
any  Federal  milk  order  is  classified  and 
priced  as  Class  I  milk  and  is  not  used  as 
an  offset  for  any  other  payment  obliga¬ 
tion  under  any  order; 

(3)  Subtract  the  pounds  of  recon¬ 
stituted  skim  milk  in  the  partially  regu¬ 
lated  distributing  plant’s  route 
disposition  in  the  marketing  area; 

(4)  Combine  the  remaining  pounds  of 
skim  milk  and  butterfat  and  multiply 
the  total  by  the  difference  between  the 
Class  I  price  and  the  weighted  average 
price,  both  prices  to  be  applicable  at 
at  the  location  of  the  partially  regulated 
distributing  plant  (but  not  to  be  less 
than  the  Class  III  price) ;  and 

(5)  Add  the  amount  obtained  from 
multiplying  the  pounds  of  reconstituted 
skim  milk  specified  in  subparagraph  (3) 
of  this  paragraph  by  the  difference  be¬ 
tween  the  Class  I  price  applicable  at 
the  location  of  the  partially  regulated 
distributing  plant  (but  not  to  be  less 
than  the  Class  III  price)  and  the  Class 
III  price. 

(b)  The  payment  under  this  paragraph 
shall  be  the  amount  resulting  from  the 
following  computations: 

(1)  Determine  the  obligation  that 
would  have  been  computed  pursuant  to 
§  1049.70  for  the  partially  regulated 
distributing  plant  if  the  plant  had  been 
a  pool  plant,  subject  to  the  following 
modifications: 

(i)  Fluid  milk  products  and  bulk  fluid 
cream  products  received  at  the  partially 
regulated  distributing  plant  from  a  pool 
plant  or  an  other  order  plant  shall  be 
allocated  at  the  partially  regulated  dis¬ 
tributing  plant  i  j  the  same  class  in  which 
such  products  were  classified  at  the  fully 
regulated  plant; 

(ii)  Fluid  milk  products  and  bulk  fluid 
cream  products  transferred  from  the  par¬ 
tially  regulated  distributing  plant  to  a 
pool  plant  or  an  other  order  plant  shall 
be  classified  at  the  partially  regulated 
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distributing  plant  in  the  class  to  which 
allocated  at  the  fully  regulated  plant. 
Such  transfers  shall  be  allocated  to  the 
extent  possible  to  those  receipts  at  the 
partially  regulated  distributing  plant 
from  pool  plants  and  other  order  plants 
that  are  classified  in  the  corresponding 
class  pursuant  to  subdivision  (i>  of  this 
subparagraph.  Any  such  transfers  re¬ 
maining  after  the  above  allocation 
which  are  classified  in  Class  I  and  on 
which  an  obligation  is  computed  for  the 
handler  operating  the  partially  regulated 
distributing  plant  pursuant  to  §  1049.70 
shall  be  priced  at  the  uniform  price  (or 
at  the  weighted  average  price  if  such  is 
provided)  of  the  respective  order  regulat¬ 
ing  the  handling  of  milk  at  the  trans¬ 
feree  plant,  with  such  uniform  price  ad¬ 
justed  to  the  location  of  the  nonpool 
plant  (but  not  to  be  less  than  the  lowest 
class  price  of  the  respective  order),  ex¬ 
cept  that  transfers  of  reconstituted  skim 
milk  in  filled  milk  shall  be  priced  at  the 
lowest  class  price  of  the  respective  order; 
and 

(iii)  If  the  operator  of  the  partially 
regulated  distributing  plant  so  requests, 
in  lieu  of  the  obligation  pursuant  to 
§  1049.70(f)  and  the  credit  specified  in 
5  1049.82(b)(2),  the  obligation  for  such 
handler  shall  include  a  similar  obligation 
for  each  nonpool  plant  that  is  not  an 
other  order  plant  which  serves  as  a  sup¬ 
ply  plant  for  such  partially  regulated  dis¬ 
tributing  plant  by  making  shipments  to 
the  partially  regulated  distributing  plant 
during  the  month  equivalent  to  the  re¬ 
quirements  of  5  1049.12(b),  subject  to 
the  following  conditions: 

(a)  The  operator  of  the  partially  regu¬ 
lated  distributing  plant  submits  with  his 
reports  filed  pursuant  to  55  1049.31(b) 
and  1049.32(b)  similar  reports  for  each 
such  nonpool  supply  plant; 

(b)  The  operator  of  such  nonpool  sup¬ 
ply  plant  maintains  books  and  records 
showing  the  utilization  of  all  skim  milk 
and  butterfat  received  at  such  plant 
which  are  made  available  if  requested  by 
the  market  administrator  for  verification 
purposes;  and 

(c)  The  obligation  for  such  nonpool 
supply  plant  shall  be  determined  in  the 
same  manner  prescribed  for  computing 
the  obligation  of  such  partially  regulated 
distributing  plant;  and 

(2)  From  the  obligation  computed 
pursuant  to  subparagraph  (1)  of  this 
paragraph,  subtract: 

(i)  The  gross  payments  by  the  opera¬ 
tor  of  such  partially  regulated  distrib¬ 
uting  plant  for  bottling  grade  milk  re¬ 
ceived  at  the  plant  during  the  month 
from  dairy  farmers; 

(ii)  If  subparagraph  ( 1)  (iii)  of  this 
paragraph  applies,  the  gross  payments 
by  the  operator  of  such  nonpool  supply 
plant  for  bottling  grade  milk  received 
at  the  plant  during  the  month  from  dairy 
farmers;  and 

(iii)  The  payments  by  the  operator 
of  the  partially  regulated  distributing 
plant  to  the  producer-settlement  fund  of 
another  order  under  which  such  plant  is 
also  a  partially  regulated  distributing 
plant  and  like  payments  by  the  operator 
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of  the  nonpool  supply  plant  if  subpara¬ 
graph  (1)  (iii)  of  this  paragraph  applies. 

14.  Section  1049.70  is  revised  as 
follows: 

§  1049.70  Compulation  of  die  net  pool 
obligation  of  each  handler. 

The  monthly  net  pool  obligation  of 
each  handler  described  in  5  1049.8  (a) 
and  (b)  shall  be  determined  for  such 
handler,  or  for  each  pool  plant  of  such 
handler  if  the  allocations  pursuant  to 
5  1049.47  are  on  an  individual  plant  basis 
and  the  handler  requests  separate  state¬ 
ments.  Such  obligation  shall  be  a  sum 
of  money  computed  by  the  market  ad¬ 
ministrator  as  follows: 

(a)  Multiply  the  pounds  of  producer 
milk  in  each  class  determined  pursuant 
to  5  1049.46  by  the  applicable  class  price 
and  add  the  resulting  amounts; 

(b)  Add  the  amounts  obtained  from 
multiplying  the  pounds  of  overage  sub¬ 
tracted  from  each  class  pursuant  to 
5  1049.47(a)  (13)  and  the  corresponding 
step  of  5  1049.47(b)  by  the  respective 
class  price  applicable  at  the  location  of 
the  pool  plant; 

(c)  Add  the  amount  obtained  from 
multiplying  the  difference  between  the 
Class  in  price  for  the  preceding  month 
and  the  Class  I  price  applicable  at  the 
location  of  the  pool  plant  or  the  Class  II 
price,  as  the  case  may  be,  for  the  cur¬ 
rent  month  by  the  hundredweight  of 
skim  milk  and  butterfat  subtracted  from 
Class  I  and  Class  II  pursuant  to  5  1049.47 

(a)  (8)  and  the  corresponding  step  of 
5  1049.47(b); 

(d)  Add  the  amount  obtained  from 
multiplying  the  difference  between  the 
Class  I  price  applicable  at  the  location 
of  the  pool  plant  and  the  Class  in  price 
by  the  hundredweight  of  skim  milk  and 
butterfat  subtracted  from  Class  I  pursu¬ 
ant  to  5  1049.47(a)(6)  (i)  through  (iv) 
and  the  corresponding  step  of  5  1049.47 

(b) ,  excluding  receipts  of  bulk  fluid 
cream  products  from  an  other  order 
plant; 

(e)  Add  the  amount  obtained  from 
multiplying  the  difference  between  the 
Class  I  price  applicable  at  the  location 
of  the  transferor  plant  and  the  Class  III 
price  by  the  hundredweight  of  skim  milk 
and  butterfat  subtracted  from  Class  I 
pursuant  to  §  1049.47(a)(6)  (v)  and  (vi) 
and  the  corresponding  step  of  §  1049.47 
(b) ;  and 

(f)  Add  the  amount  obtained  from 
multiplying  the  Class  I  price  applicable 
at  the  location  of  the  nearest  nonpool 
plants  from  which  an  equivalent  volume 
was  received  by  the  pounds  of  skim  milk 
and  butterfat  subtracted  from  Class  I 
pursuant  to  §  1049.47(a)  (10)  and  the 
corresponding  step  of  5  1049.47(b),  ex¬ 
cluding  such  skim  milk  and  butterfat  in 
receipts  of  bulk  fluid  milk  products  from 
an  unregulated  supply  plant  to  the  ex¬ 
tent  that  an  equivalent  amount  of  skim 
milk  or  butterfat  disposed  of  to  such 
plant  by  handlers  fully  regulated  under 
any  Federal  milk  order  is  classified  and 
priced  as  Class  I  milk  and  is  not  used  as 
an  offset  for  any  other  payment  obliga¬ 
tion  under  any  order. 


15.  In  §  1049.71,  paragraphs  (c)  and 
(e)  (2)  are  revised  as  follows: 

§  1049.71  Computation  of  uniform 
prices. 

•  *  *  •  • 

(c)  Subtract,  if  the  average  butterfat 
content  of  the  milk  specified  in  para¬ 
graph  (e)  of  this  section  is  more  than 
3.5  percent,  or  add,  if  such  butterfat  con¬ 
tent  is  less  than  3.5  percent,  the  amount 
obtained  by  multiplying  the  amount  by 
which  the  average  butterfat  content  of 
such  milk  varies  from  3.5  percent  by  the 
butterfat  differential  specified  in 
§  1049.52,  and  multiply  the  result  by  the 
total  hundredweight  of  such  milk; 

•  *  *  •  * 

(e)  *  *  * 

(2)  The  total  hundredweight  for 
which  a  value  is  computed  pursuant  to 
5  1049.70(f); 

***** 

§  1049.72  [Revoked] 

16.  Section  1049.72  is  revoked. 

17.  In  5  1049.73,  paragraph  (b)  is  re¬ 
vised  as  follows: 

§  1049.73  Location  differentials  to  pro¬ 
ducers  and  on  nonpool  milk. 
***** 

(b)  The  weighted  average  price  appli¬ 
cable  to  other  source  milk  shall  be  re¬ 
duced  at  the  rates  set  forth  in  5  1049.53, 
except  that  the  adjusted  weighted  aver¬ 
age  price  shall  not  be  less  than  the  Class 
III  price. 

18.  In  5  1049.80(a),  subparagraphs  (IT 
and  (2)  are  revised  as  follows: 

§  1049.80  Time  and  method  of  payment. 

(a)  *  *  * 

(1)  On  or  before  the  last  day  of  each 
month,  for  producer  milk  received  dur¬ 
ing  the  first  15  days  of  the  month  at  not 
less  than  the  Class  m  price  for  the  pre¬ 
ceding  month;  and 

(2)  On  or  before  the  18th  day  after 
the  end  of  each  month,  for  each  hun¬ 
dredweight  of  producer  milk  received 
during  such  month,  an  amount  com¬ 
puted  at  not  less  than  the  uniform  price 
adjusted  pursuant  to  §5  1049.52,  1049.73, 
and  1049.85,  less  any  payment  made 
pursuant  to  subparagraph  (1)  of  this 
paragraph.  If  by  such  date  the  handler 
has  not  received  full  payment  from  the 
market  administrator  pursuant  to 
§  1049.83  for  such  month,  he  may  re¬ 
duce  pro  rata  his  payments  to  producers 
by  not  more  than  the  amount  of  such 
underpayment.  Payment  to  producers 
shall  be  completed  thereafter  not  later 
than  the  date  for  making  payments  pur¬ 
suant  to  this  paragraph  next  following 
receipt  of  the  balance  due  from  the  mar¬ 
ket  administrator. 

*  *  *  *  * 

19.  In  §  1049.82(b),  subparagraph  (2) 
is  revised  as  follows: 

§  1049.82  Payments  to  the  produeer- 
settlement  fund. 

•  *  *  •  • 

(b)  *  *  • 

(2)  The  value  at  the  weighted  aver¬ 
age  price  applicable  at  the  location  of 
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the  plants  from  which  received  of  other 
source  milk  for  which  a  value  is  com¬ 
puted  pursuant  to  §  1049.70(f). 

20.  Section  1049.86  is  revised  as  fol¬ 
lows: 

§  1049.86  Expense  of  administration. 

As  his  pro  rata  share  of  the  expense  of 
administering  the  order,  each  handler 
shall  pay  to  the  market  administrator  on 
or  before  the  15th  day  after  the  end  of 
the  month  4  cents  per  hundredweight, 
or  such  lesser  amount  as  the  Secretary 
may  prescribe,  with  respect  to: 

(a)  His  producer  milk  (including 
such  handler’s  own  farm  production) ; 

(b)  Other  source  milk  allocated  to 
Class  I  pursuant  to  §  1049.47(a)  (6)  and 
(10)  and  the  corresponding  steps  of 
§  1049.47(b),  except  such  other  source 
milk  on  which  no  handler  obligation  ap¬ 
plies  pursuant  to  §  1049.70(f) ;  and 

(c)  Class  I  milk  disposed  of  on  a 
route  in  the  marketing  area  from  a  par¬ 
tially  regulated  distributing  plant  that 
exceeds  the  skim  milk  and  butterfat  sub¬ 
tracted  pursuant  to  §  1049.62(a)(2). 


PART  1050 — MILK  IN  THE  CENTRAL 
ILLINOIS  MARKETING  AREA 

1.  In  §  1050.14,  paragraph  (a)  (2)  and 
the  introductory  text  of  paragraph  (c) 
are  revised  as  follows: 

§  1050.14  Producer  milk. 

***** 

(a)  *  *  * 

(2)  By  a  cooperative  association  as  a 
handler  pursuant  to  §  1050.9(d)  but 
which  is  not  delivered  to  a  pool  plant 
of  another  handler  and  constitutes 
shrinkage  pursuant  to  §  1050.44(c)  or  as 
Class  I  shrinkage; 

***** 

(c)  Diverted  from  a  pool  plant  to  a 
nonpool  plant  that  is  not  an  other  order 
plant  or  to  a  nonpool  plant  that  is  an 
other  order  plant  if  diverted  as  Class  II 
or  Class  III  milk,  subject  to  the  condi¬ 
tions  of  this  paragraph.  For  pricing  pur¬ 
poses,  milk  so  diverted  shall  be  deemed 
to  be  received  at  the  plant  from  which 
diverted,  unless  the  plant  to  which  the 
milk  is  diverted  is  located  more  than 
110  miles  from  the  city  hall  in  Peoria, 
Ill.  (by  the  shortest  highway  distance 
as  determined  by  the  market  adminis¬ 
trator)  in  which  case  the  milk  shall  be 
deemed  to  be  received  by  the  diverting 
handler  at  the  location  of  the  plant  to 
which  diverted: 

*  *  *  *  * 

2.  Section  1050.15  is  revised  as  follows: 
§  1050.15  Other  source  milk. 

“Other  source  milk”  means  all  skim 
milk  and  butterfat  contained  in  or  rep¬ 
resented  by: 

(a)  Fluid  milk  products  and  bulk 
fluid  cream  products  from  any  source 
other  than  producers,  cooperative  asso¬ 
ciations  acting  as  a  handler  pursuant  to 
§  1050.9(d),  pool  plants,  and  inventory 
at  the  beginning  of  the  month; 

(b)  Products  (other  than  fluid  milk 
products,  bulk  fluid  cream  products,  and 


cottage  cheese)  from  any  source  (includ¬ 
ing  those  products  produced  at  the 
plant)  which  are  reprocessed,  converted 
into,  or  combined  with  another  product 
in  the  plant  during  the  month;  and 

(c)  Any  disappearance  of  any  product 
(other  than  a  fluid  milk  product  or  a 
bulk  fluid  cream  product)  that  is  in  a 
form  in  which  it  may  be  converted  into  a 
Class  I  product  and  which  is  not  other¬ 
wise  accounted  for  under  the  order. 

3.  Section  1050.16  is  revised  as  follows: 

§  1050.16  Fluid  milk  product. 

(a)  Except  as  provided  in  paragraph 
(b)  of  this  section,  “fluid  milk  product” 
means : 

(1)  Any  of  the  following  products  in 
fluid  or  frozen  form,  including  such  prod¬ 
ucts  that  are  flavored,  cultured,  modi¬ 
fied  with  added  nonfat  milk  solids,  con¬ 
centrated  (if  in  a  consumer-type  pack¬ 
age),  or  reconstituted:  Milk,  skim  milk, 
lowfat  milk,  milk  drinks,  eggnog,  butter¬ 
milk,  filled  milk,  and  milkshake  and  ice 
milk  mixes  containing  less  than  20  per¬ 
cent  total  solids;  and 

(2)  Any  milk  product  in  fluid  or  frozen 
form  that  is  not  specified  in  subpara¬ 
graph  (1)  of  this  paragraph  or  in 
§  1050.42  or  §  1050.43(a)  (1)  through 
(8),  if  it  contains  by  weight  at  least  80 
percent  water  and  6.5  percent  nonfat 
milk  solids  and  less  than  9  percent  but¬ 
terfat  and  20  percent  total  solids. 

(b)  The  term  “fluid  milk  product” 
shall  not  include: 

(1)  Evaporated  or  condensed  milk  or 
skim  milk  in  plain  or  sweetened  form, 
formulas  especially  prepared  for  infant 
feeding  or  dietary  use  that  are  packaged 
in  hermetically  sealed  glass  or  all-metal 
containers,  and  any  product  that  con¬ 
tains  by  weight  less  than  6.5  percent 
nonfat  milk  solids;  and 

(2)  The  quantity  of  skim  milk  in  any 
modified  product  specified  in  paragraph 
(a)  of  this  section  that  is  in  excess  of 
the  quantity  of  skim  milk  in  an  equal 
volume  of  an  unmodified  product  of  the 
same  nature  and  butterfat  content. 

4.  A  new  §  1050.16a  is  added  as 
follows : 

§  1050.16a  Fluid  cream  product. 

“Fluid  cream  product”  means  cream 
or  a  mixture  of  cream  and  milk  or 
skim  milk  containing  9  percent  or  more 
butterfat. 

5.  Section  1050.17  is  revised  as  follows: 
§  1050.17  Route. 

“Route”  means  a  delivery  (including 
disposition  from  a  plant  store  or  from 
a  distribution  point  and  distribution  by 
a  vendor  or  vending  machine)  of  any 
fluid  milk  product  to  a  retail  or  whole¬ 
sale  outlet  other  than  (a)  a  pool  plant 
or  a  nonpool  plant,  or  (b)  a  commercial 
food  processor  pursuant  to  §  1050.43(b). 

6.  In  §  1050.22,  paragraphs  (h),  (k), 
(1),  and  (m)  are  revised  as  follows: 

§  1050.22  Duties. 

***** 

(h)  Publicly  announce  on  or  before: 

(1)  The  sixth  day  of  each  month,  the 
Class  I  price  for  the  current  month  pur¬ 
suant  to  §  1050.51(a); 


(2)  The  sixth  day  of  each  month,  the 
Class  II  and  Class  III  prices  pursuant  to 
§  1050.51  (b)  and  (c)  and  the  butterfat 
differential  pursuant  to  §  1050.52,  all  for 
the  preceding  month;  and 

(3)  The  12th  day  after  the  end  of  each 
month,  the  uniform  price  pursuant  to 
§  1050.71; 

***** 

(k)  Whenever  required  for  the  pur¬ 
pose  of  allocating  receipts  from  other 
order  plants  pursuant  to  §  1050.47(a) 
(11)  and  the  corresponding  step  of 
§  1050.47(b),  estimate  and  publicly  an¬ 
nounce  the  utilization  (to  the  nearest 
whole  percentage)  in  each  class  during 
the  month  of  skim  milk  and  butterfat, 
respectively,  in  producer  milk  of  all  han¬ 
dlers.  Such  estimate  shall  be  based  upon 
the  most  current  available  data  and  shall 
be  final  for  such  purpose; 

(l)  Report  to  the  market  administra¬ 
tor  of  the  other  order,  as  soon  as  possible 
after  the  report  of  receipts  and  utiliza¬ 
tion  for  the  month  is  received  from  a 
handler  who  has  received  fluid  milk 
products  or  bulk  fluid  cream  products 
from  an  other  order  plant,  the  class  to 
which  such  receipts  are  allocated  pur¬ 
suant  to  §  1050.47  pursuant  to  such  re¬ 
port,  and,  thereafter,  any  change  in  such 
allocation  required  to  correct  errors  dis¬ 
closed  in  verification  of  such  report; 
and 

(m)  Furnish  to  each  handler  operat¬ 
ing  a  pool  plant  who  has  shipped  fluid 
milk  products  or  bulk  fluid  cream  prod¬ 
ucts  to  an  other  order  plant  the  class  to 
which  such  shipments  were  allocated  by 
the  market  administrator  of  the  other 
order  on  the  basis  of  the  report  of  the 
receiving  handler,  and,  as  necessary,  any 
changes  in  such  allocation  arising  from 
the  verification  of  such  report. 

7.  In  §  1050.30(a),  subparagraphs  (1) 
(iii)  and  (2)  are  revised  as  follows: 

§  1050.30  Reports  of  receipts  and  utili¬ 
zation. 

*  *  *  *  * 

(a)  *  *  * 

(1)  *  *  * 

(iii)  Fluid  milk  products  and  bulk 
fluid  cream  products  received  from  other 
pool  plants;  and 

***** 

(2)  Inventories  at  the  beginning  and 
end  of  the  month  of  the  following  prod¬ 
ucts,  showing  separately  such  inventories 
in  bulk  form  and  in  packaged  form: 

(i)  Fluid  milk  products;  and 

(ii)  Fluid  cream  products  except  those 
received  in  packaged  form  from  another 
plant; 

***** 

8.  In  §  1050.32,  paragraph  (b)  is  re¬ 
vised  as  follows: 

§  1050.32  Payroll  reports. 

*  '  *  *  *  * 

(b)  Each  handler  operating  a  par¬ 
tially  regulated  distributing  plant  who 
does  not  elect  to  make  payments  pur¬ 
suant  to  §  1050.62(a)  shall  report  to  the 
market  administrator,  on  or  before  the 
20th  day  after  the  end  of  the  month  for 
each  dairy  farmer  from  whom  milk  was 
received,  the  same  information  as  re- 
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quired  pursuant  to  paragraph  (a)  of  this 
section. 

9.  Sections  1050.40  through  1050.46  are 
revoked  and  new  S§  1050.40  through 
1050.48  are  substituted  therefor  as 
follows : 

§  1050.40  Classification  of  all  skim  milk 
and  bulterfat. 

All  skim  milk  and  butterfat  to  be  re¬ 
ported  by  a  handler  pursuant  to  §  1050.30 
shall  be  classified  each  month  in  accord¬ 
ance  with  §§  1050.41  through  1050.48.  If 
any  of  the  water  contained  in  the  milk 
from  which  a  product  is  made  is  removed 
before  the  product  is  utilized  or  disposed 
of  by  a  handler,  the  pounds  of  skim  milk 
in  such  product  that  are  to  be  considered 
under  this  part  as  used  or  disposed  of  by 
the  handler  shall  be  an  amount  equiva¬ 
lent  to  the  nonfat  milk  solids  contained 
in  such  product  plus  all  of  the  water 
originally  associated  with  such  solids. 

§  1050.41  Class  I  milk. 

-  Except  as  provided  in  §§  1050.43, 
1050.45,  and  1050.48,  Class  I  milk  shall 
be  all  skim  milk  and  butterfat: 

( a)  Disposed  of  in  the  form  of  a  fluid 
milk  product; 

(b)  In  inventory  at  the  end  of  the 
month  of  packaged  fluid  milk  products; 
and 

(c)  Not  specifically  accounted  for  as 
Class  II  or  Class  III  milk. 

§  1050.42  Class  II  milk. 

Except  as  provided  in  §§  1050.43, 
1050.45,  and  1050.48,  Class  II  milk  shall 
be  all  skim  milk  and  butterfat: 

(a)  Disposed  of  in  the  form  of  a  fluid 
cream  product; 

(b)  Used  to  produce : 

(1)  Yogurt,  cottage  cheese,  creamed 
or  partially  creamed  cottage  cheese,  sour 
cream,  and  any  sour  mixture  of  cream 
and  milk  or  skim  milk  containing  9 
percent  or  more  butterfat;  and 

(2)  Any  product  containing  6  percent 
or  more  nonmilk  fat  (or  oil)  that  re¬ 
sembles  any  product  specified  in  para¬ 
graphs  (a)  and  (b)(1)  of  this  section; 
and 

(c)  In  inventory  at  the  end  of  the 
month  of  packaged  fluid  cream  products. 

§  1050.43  Class  III  milk. 

Except  as  provided  in  §§  1050.45 
and  1050.48,  Class  III  milk  shall  be  all 
skim  milk  and  butterfat: 

(а)  Used  to  produce: 

(1)  Cheese  (other  than  cottage  cheese 
and  creamed  or  partially  creamed 
cottage  cheese) ; 

(2)  Butter,  plastic  cream,  frozen 
cream,  and  anhydrous  milkfat: 

(3)  Any  milk  product  in  dry  form; 

(4)  Milk  shake  and  ice  milk  mixes  (or 
bases)  containing  20  percent  or  more 
total  solids,  frozen  desserts,  and  frozen 
dessert  mixes; 

(5)  Custards,  puddings,  and  pancake 
mixes; 

(б)  Formulas  especially  prepared  for 
infant  feeding  or  dietary  use  that  are 
packaged  in  hermetically  sealed  glass  or 
all-metal  containers; 

(7)  Evaporated  or  condensed  milk  or 
skim  milk  in  plain  or  sweetened  form 
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that  is  in  a  consumer-type  package,  and 
any  concentrated  milk  product  in  bulk, 
fluid  form; 

(8)  Any  product  containing  6  percent 
or  more  nonmilk  fat  (or  oil)  except  those 
products  specified  in  §  1050.42(b)  (2) ; 
and 

(9>  Any  product  that  is  not  a  fluid  milk 
product  and  that  is  not  specified  in  sub- 
paragraphs  (1)  through  (8)  of  this  para¬ 
graph  or  in  §  1050.42; 

(b)  In  bulk  fluid  milk  products  and 
bulk  fluid  cream  products  disposed  of 
to  any  commercial  food  processing  estab¬ 
lishment  (other  than  a  milk  or  filled  milk 
plant)  at  which  food  products  (other 
than  milk  products  and  filled  milk)  are 
processed  and  at  which  there  is  no  dis¬ 
position  of  fluid  milk  products  other  than 
those  received  in  consumer-type 
packages; 

(c)  In  inventory  at  the  end  of  the 
month  of  bulk  fluid  milk  products  and 
bulk  fluid  cream  products; 

(d)  In  fluid  milk  products  and  prod¬ 
ucts  specified  in  §  1050.42  that  are  dis¬ 
posed  of  by  a  handler  for  animal  feed; 

(e)  In  fluid  milk  products  and  prod¬ 
ucts  specified  in  §  1050.42  that  are 
dumped  by  a  handler  if  the  market  ad¬ 
ministrator  is  notified  of  such  dumping 
in  advance  and  is  given  the  opportunity 
to  verify  such  disposition; 

(f)  In  skim  milk  represented  by  the 
nonfat  milk  solids  added  to  a  fluid  milk 
product  that  is  in  excess  of  the  quantity 
of  such  skim  milk  included  within  the 
fluid  milk  product  definition  pursuant  to 
§  1050.16;  and 

(g)  In  shrinkage  that  is: 

(1)  Assigned  pursuant  to  §  1050.44(a) 
to  the  receipts  specified  in  §  1050.44(a) 
(2) ;  and 

(2)  Specified  in  §  1050.44  <b)  and  (c). 
§  1050.44  Shrinkage. 

For  purposes  of  classifying  all  skim 
milk  and  butterfat  to  be  reported  by  a 
handler  pursuant  to  §  1050.30,  the  mar¬ 
ket  administrator  shall  determine  the 
following: 

(a)  The  total  shrinkage  of  skim  milk 
and  butterfat,  respectively,  at  each  pool 
plant,  which  shall  be  assigned  pro  rata 

to: 

(1)  The  quantity  of  skim  milk  and 
butterfat,  respectively,  in  the  receipts 
specified  in  paragraph  (b)  (1)  through 
(6)  of  this  section  on  which  shrinkage 
is  allowed  pursuant  to  such  paragraph; 
and 

(2)  The  quantity  of  skim  milk  and 
butterfat,  respectively,  in  receipts  of 
other  source  milk  in  bulk  fluid  form, 
excluding  any  such  receipts  used  in  the 
computations  pursuant  to  paragraph  (b) 
(5)  and  (6)  of  this  section; 

(b)  The  quantity  of  skim  milk  and 
butterfat,  respectively,  that  was  assigned 
pursuant  to  paragraph  (a)  of  this  sec¬ 
tion  to  the  receipts  specified  in  subpara¬ 
graph  (1)  of  such  paragraph  which  is 
not  in  excess  of: 

( 1 )  Two  percent  of  the  skim  milk  and 
butterfat,  respectively,  in  milk  physically 
received  at  such  plant  directly  from  pro¬ 
ducers  (excluding  that  received  by  diver¬ 
sion  from  another  pool  plant) ; 


(2)  Plus  1.5  percent  of  the  skim  milk 
and  butterfat,  respectively,  in  milk  re¬ 
ceived  from  a  cooperative  association 
acting  as  a  handler  pursuant  to 
§  1050.9(d)  and  in  milk  diverted  to  such 
plant  from  another  pool  plant,  except 
that  if  the  plant  operator  receiving  such 
milk  purchases  the  milk  on  the  basis  of 
farm  weights,  the  applicable  percentage 
shall  be  2  percent; 

(3)  Plus  0.5  percent  of  the  skim  milk 
and  butterfat,  respectively,  in  producer 
milk  diverted  from  such  plant  by  the 
plant  operator  to  another  plant,  except 
that  if  the  operator  of  the  other  plant 
purchases  such  milk  on  the  basis  of  farm 
weights,  no  shrinkage  shall  be  allowed; 

(4)  Plus  1.5  percent  of  the  skim  milk 
and  butterfat,  respectively,  in  bulk  fluid 
milk  products  received  by  transfer  from 
other  pool  plants; 

(5)  Plus  1.5  percent  of  the  skim  milk 
and  butterfat,  respectively,  in  bulk  fluid 
milk  products  received  from  other  order 
plants,  excluding  the  quantity  for  which 
Class  II  or  Class  III  classification  is  re¬ 
quested  by  the  operators  of  both  plants; 

(6)  Plus  1.5  percent  of  the  skim  milk 
and  butterfat,  respectively,  in  bulk  fluid 
milk  products  received  from  unregulated 
supply  plants,  excluding  the  quantity  for 
which  Class  II  or  Class  III  classification 
is  requested  by  the  handler;  and 

(7)  Less  1.5  percent  of  the  skim  milk 
and  butterfat,  respectively,  in  bulk  fluid 
milk  products  transferred  to  other 
plants;  and 

(c)  The  quantity  of  skim  milk  and 
butterfat,  respectively,  in  shrinkage  of 
milk  from  producers  for  which  a  co¬ 
operative  association  is  the  handler  pur¬ 
suant  to  §  1050.9  (c)  or  (d),  but  not  to 
exceed  0.5  percent  of  the  skim  milk  and 
butterfat,  respectively,  in  such  milk.  If 
the  operator  of  the  plant  to  which  the 
milk  is  delivered  purchases  such  milk  on 
the  basis  of  farm  weights,  no  shrinkage 
shall  be  allowed. 

§  1050.45  Classification  of  transfers  and 
diversions. 

(a)  Transfers  and  diversions  to  pool 
plants.  Skim  milk  or  butterfat  trans¬ 
ferred  or  diverted  in  the  form  of  a  fluid 
milk  product  or  a  bulk  fluid  cream  prod¬ 
uct  from  a  pool  plant  to  the  pool  plant 
of  another  handler  (or  to  any  pool 
plant  if  allocations  pursuant  to  §  1050.47 
are  on  an  individual  plant  basis)  shall  be 
classified  as  Class  I  milk  unless  the  op¬ 
erators  of  both  plants  request  the  same 
classification  in  another  class.  The  clas¬ 
sification  of  such  transfers  or  diversions 
shall  be  subject  to  the  following 
conditions : 

(1)  The  skim  milk  or  butterfat  classi¬ 
fied  in  each  class  shall  be  limited  to  the 
amount  of  skim  milk  and  butterfat,  re¬ 
spectively,  remaining  in  such  class  at  the 
transferee  or  divertee  plant  after  the 
computations  pursuant  to  §  1050.47(a) 
(11)  and  the  corresponding  step  of 
§  1050.47(b); 

(2)  If  the  transferor  or  divertor  plant 
received  during  the  month  other  source 
milk  to  be  allocated  pursuant  to  §  1050.47 
(a)  (6)  or  the  corresponding  step  of 
§  1050.47(b),  the  skim  milk  or  butterfat 
so  transferred  or  diverted  shall  be  classi- 
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fled  so  as  to  allocate  the  least  possible 
Class  I  utilization  to  such  other  source 
milk;  and 

(3)  If  the  transferor  or  divertor  han¬ 
dler  received  during  the  month  other 
source  milk  to  be  allocated  pursuant  to 
§  1050.47(a)  (10)  or  (11)  or  the  corre¬ 
sponding  steps  of  §  1050.47(b),  the  skim 
milk  or  butterfat  so  transferred  or  di¬ 
verted,  up  to  the  total  of  the  skim  milk 
and  butterfat,  respectively,  in  such  re¬ 
ceipts  of  other  source  milk,  shall  not  be 
classified  as  Class  I  milk  to  a  greater 
extent  than  would  be  the  case  if  the 
other  source  milk  had  been  received  at 
the  transferee  or  divertee  plant. 

(b)  Transfers  and  diversions  to  other 
order  plants.  Skim  milk  or  butterfat 
transferred  or  diverted  in  the  form  of  a 
fluid  milk  product  or  a  bulk  fluid  cream 
product  from  a  pool  plant  to  an  other 
order  plant  shall  be  classified  in  the  fol¬ 
lowing  manner.  Such  classification  shall 
apply  only  to  the  skim  milk  or  butterfat 
that  is  in  excess  of  any  receipts  at  the 
pool  plant  from  the  other  order  plant 
of  skim  milk  and  butterfat,  respectively, 
in  fluid  milk  products  and  bulk  fluid 
cream  products,  respectively,  that  are  in 
the  same  category  as  described  in  sub- 
paragraph  (1),  (2),  or  (3)  of  this 
paragraph: 

(1)  If  transferred  as  packaged  fluid 
milk  products,  classification  shall  be  in 
the  classes  to  which  allocated  as  a  fluid 
milk  product  under  the  other  order; 

(2)  If  transferred  in  bulk  form,  classi¬ 
fication  shall  be  in  the  classes  to  which 
allocated  under  the  other  order  (includ¬ 
ing  allocation  under  the  conditions  set 
forth  in  subparagraph  (3)  of  this  para¬ 
graph)  ; 

(3)  If  the  operators  of  both  plants  so 
request  in  their  reports  of  receipts  and 
utilization  filed  with  their  respective 
market  administrators,  transfers  or 
diversions  in  bulk  form  shall  be  classified 
as  Class  II  or  Class  III  milk  to  the  extent 
of  such  utilizations  available  for  such 
classification  pursuant  to  the  allocation 
provisions  of  the  other  order; 

(4)  If  information  concerning  the 
classes  to  which  such  transfers  or  diver¬ 
sions  were  allocated  under  the  other  order 
is  not  available  to  the  market  adminis¬ 
trator  for  the  purpose  of  establishing 
classification  under  this  paragraph, 
classification  shall  be  as  Class  I,  subject 
to  adjustment  when  such  information  is 
available; 

(5)  For  purposes  of  this  paragraph,  if 
the  other  order  provides  for  a  different 
number  of  classes  of  utilization  than  is 
provided  for  under  this  part,  skim  milk 
or  butterfat  allocated  to  a  class  consist¬ 
ing  primarily  of  fluid  milk  products  shall 
be  classified  as  Class  I  milk,  and  skim 
milk  or  butterfat  allocated  to  the  other 
classes  shall  be  classified  as  Class  III 
milk;  and 

(6)  If  the  form  in  which  any  fluid 
milk  product  that  is  transferred  to  an 
other  order  plant  is  not  defined  as  a  fluid 
milk  product  under  such  other  order, 
classification  under  this  paragraph  shall 
be  in  accordance  with  the  provisions  of 
§§  1050.41  through  1050.43. 

(c)  Transfers  to  producer -handlers. 
Skim  milk  or  butterfat  transferred  in 


the  following  forms  from  a  pool  plant  to 
a  producer-handler  under  this  or  any 
other  Federal  order  shall  be  classified: 

(1)  As  Class  I  milk,  if  transferred  in 
the  form  of  a  fluid  milk  product;  and 

(2)  In  accordance  with  the  utilization 
assigned  to  it,  if  transferred  in  the  form 
of  a  bulk  fluid  cream  product.  For  this 
purpose,  the  producer-handler’s  utiliza¬ 
tion  of  skim  milk  and  butterfat  in  each 
class,  in  series  beginning  with  Class  III, 
shall  be  assigned  to  the  extent  possible 
to  his  receipts  of  skim  milk  and  butter¬ 
fat,  respectively,  in  bulk  fluid  cream 
products,  pro  rata  to  each  source. 

(d)  Transfers  and  diversions  to  other 
nonpool  plants.  Skim  milk  or  butterfat 
transferred  or  diverted  in  the  form  of  a 
fluid  milk  product  or  a  bulk  fluid  cream 
product  from  a  pool  plant  to  a  nonpool 
plant  that  is  not  an  other  order  plant  or 
a  producer-handler  plant  shall  be  classi¬ 
fied  as  Class  I  mil^c,  subject  to  the  fol¬ 
lowing  conditions: 

(1)  If  the  transferor  or  divertor  han¬ 
dler  so  requests  and  the  conditions  de¬ 
scribed  in  subdivisions  (i)  and  (ii)  of  this 
subparagraph  are  met,  transfers  or  di¬ 
versions  in  bulk  form  shall  be  classified 
on  the  basis  of  the  assignment  of  the 
nonpool  plant’s  utilization  to  its  receipts 
as  set  forth  in  subparagraphs  (2) 
through  (7)  of  this  paragraph: 

(1)  The  transferor  or  divertor  handler 
claims  such  classification  in  his  report 
of  receipts  and  utilization  filed  pursuant 
to  §  1050.30  for  the  month  within  which 
such  transaction  occurred;  and 

(ii)  The  nonpool  plant  operator  main¬ 
tains  books  and  records  showing  the  uti¬ 
lization  of  all  skim  milk  and  butterfat 
received  at  such  plant  which  are  made 
available  for  verification  purposes  if  re¬ 
quested  by  the  market  administrator; 

(2)  Class  I  route  disposition  of  the 
nonpool  plant  in  the  marketing  area  of 
each  Federal  milk  order  and  transfers  of 
packaged  fluid  milk  products  from  such 
nonpool  plant  to  plants  fully  regulated 
under  such  order  shall  be  assigned  to  the 
extent  possible : 

(i)  First  to  receipts  of  packaged  fluid 
milk  products  at  such  nonpool  plant 
from  pool  plants;  and 

(ii)  Any  remaining  such  route  disposi¬ 
tion  and  transfers  from  the  nonpool 
plant  shall  be  assigned  pro  rata  to  any 
remaining  unassigned  receipts  of  pack¬ 
aged  fluid  milk  products  at  such  nonpool 
plant  from  other  order  plants; 

(3)  Class  I  disposition  from  the  non¬ 
pool  plant  of  packaged  fluid  milk  prod¬ 
ucts  other  than  that  described  in  sub- 
paragraph  (2)  of  this  paragraph  shall 
be  assigned  pro  rata  to  any  receipts  of 
packaged  fluid  milk  products  at  such 
nonpool  plant  from  pool  plants  and  other 
order  plants  that  remain  unassigned  af¬ 
ter  the  assignment  pursuant  to  subpara¬ 
graph  (2)  of  this  paragraph; 

(4)  Class  I  disposition  of  packaged 
fluid  milk  products  described  in  subpara¬ 
graph  (2)  of  this  paragraph  that  was  not 
assigned  pursuant  to  such  subparagraph 
and  transfers  of  bulk  fluid  milk  products 
from  the  nonpool  plant  to  pool  plants 
and  other  order  plants,  to  the  extent 
that  such  transfers  and  any  remaining 


transfers  of  packaged  fluid  milk  prod¬ 
ucts  to  each  such  pool  plant  and  other 
order  plant  exceed  receipts  of  fluid  milk 
products  from  such  plant  and  that  such 
excess  is  allocated  to  Class  I  at  the  trans¬ 
feree  plant,  shall  be  assigned  to  the  ex¬ 
tent  possible: 

(i)  First  to  receipts  of  fluid  milk  prod¬ 
ucts  at  such  nonpool  plant  from  pool 
plants  that  remain  unassigned  after  the 
assignments  pursuant  to  subparagraphs 
(2)  and  (3)  of  this  paragraph ;  and 

(ii)  Any  remaining  such  Class  I  dis¬ 
position  and  transfers  from  the  nonpool 
plant  shall  be  assigned  pro  rata  to  any 
remaining  unassigned  receipts  of  fluid 
milk  products  at  such  nonpool  plant 
from  other  order  plants; 

(5)  Any  remaining  unassigned  Class  I 
utilization  at  the  nonpool  plant  shall  be 
assigned  to  the  extent  possible: 

(i)  First  to  such  nonpool  plant’s  re¬ 
ceipts  from  dairy  farmers  who  the  mar¬ 
ket  administrator  determines  constitute 
regular  sources  of  bottling  grade  milk 
for  such  nonpool  plant;  and 

(ii)  Any  remaining  unassigned  Class  I 
utilization  shall  be  assigned  to  the  non¬ 
pool  plant’s  receipts  of  bottling  grade 
milk  from  plants  not  fully  regulated  un¬ 
der  any  Federal  milk  order; 

( 6 )  Any  remaining  unassigned  receipts 
of  fluid  milk  products  and  bulk  fluid 
cream  products  at  the  nonpool  plant  from 
pool  plants  and  other  order  plants  shall 
be  assigned  pro  rata  to  such  remaining 
unassigned  receipts  from  each  source 
in  sequence  to  any  Class  III  utilization, 
then  any  Class  II  utilization,  and  then 
any  remaining  Class  I  utilization  at  the 
nonpool  plant;  and 

( 7 )  In  determining  the  nonpool  plant’s 
utilization  for  purposes  of  this  para¬ 
graph,  any  fluid  milk  products  and  bulk 
fluid  cream  products  transferred  from 
such  nonpool  plant  to  a  plant  not  fully 
regulated  under  any  Federal  milk  order 
shall  be  classified  on  the  basis  of  the 
second  plant’s  utilization  using  the  same 
assignment  priorities  at  the  second  plant 
that  are  set  forth  in  this  paragraph. 

§  1050.46  Clasxifiralion  of  producer 
milk. 

Each  month  the  market  administrator 
shall  determine  the  classification  of  pro¬ 
ducer  milk  in  the  following  manner: 

(a)  Correct  for  mathematical  and 
other  obvious  errors  all  reports  filed  pur¬ 
suant  to  §  1050.30  and  compute  separately 
for  each  pool  plant  and  for  each  coopera¬ 
tive  association  with  respect  to  milk  for 
which  it  is  the  handler  pursuant  to 
§  1050.9  (c)  or  (d)  the  pounds  of  skim 
milk  and  butterfat,  respectively,  in  each 
class  in  accordance  with  §§  1050.40 
through  1050.45  and  §  1050.48.  For  pur¬ 
poses  of  this  paragraph  and  §  1050.47, 
fluid  cream  products  that  are  received 
from  another  plant  in  packaged  form 
and  disposed"  of,  or  held  in  inventory,  in 
the  same  container  in  which  received 
shall  not  be  included  in  a  handler’s  re¬ 
ceipts,  inventory,  or  disposition  unless 
such  products  become  other  source  milk 
pursuant  to  §  1050.15  (b)  or  (c) ; 

(b)  For  each  handler  described  in 
§  1050.9(a),  allocate  in  accordance  with 
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§  1050.47  such  handler’s  receipts  of  skim 
milk  and  butterfat  to  his  utilization  of 
skim  milk  and  butterfat  in  each  class, 
subject  to  the  following  conditions: 

( 1 )  If  the  handler  is  a  cooperative  as¬ 
sociation,  such  receipts  and  utilization 
shall  not  include  any  milk  for  which  it 
is  the  handler  pursuant  to  §  1050.9  (c)  or 
(d) ;  and 

(2)  If  the  handler  operates  two  or 
more  pool  plants,  such  receipts  and  utili¬ 
zation  shall  be  for  all  of  his  pool  plants 
combined  unless  the  handler  requests  in 
his  reports  filed  pursuant  to  §  1050.30 
that  the  classification  of  producer  milk 
be  determined  separately  for  each  of  his 
pool  plants  and  he  has  no  skim  milk  or 
butterfat  that  would  be  allocated  under 
I  1050.47(a)  (10)  or  (11)  or  the  corre¬ 
sponding  steps  of  §  1050.47(b) ;  and 

(c)  The  quantity  of  producer  milk  in 
each  class  shall  be  the  following: 

(1)  For  each  cooperative  association 
with  respect  to  milk  for  which  it  is  the 
handler  pursuant  to  §  1050.9  (c)  or  (d), 
the  combined  pounds  of  skim  milk  and 
butterfat  in  each  class  that  were  deter¬ 
mined  pursuant  to  paragraph  (a)  of  this 
section ;  and 

(2)  For  each  handler  described  in 
§  1050.9(a) ,  the  combined  pounds  of  skim 
milk  and  butterfat  remaining  in  each 
class  after  the  computations  pursuant  to 
§  1050.47(a)  (13)  and  the  corresponding 
step  of  §  1050.47(b). 

§  1050.47  Allocation  of  receipts  to  utili¬ 
zation. 

For  the  purpose  of  §  1050.46,  a  han¬ 
dler’s  receipts  shall  be  allocated  to  his 
utilization  as  follows: 

(a)  Skim  milk  shall  be  allocated  in 
the  following  manner: 

( 1 )  Subtract  from  the  total  pounds  of 
skim  milk  in  Class  m  the  pounds  of  skim 
milk  classified  as  Class  III  milk  pursuant 
to  5  1050.43(g)(2); 

(2)  Subtract  from  the  total  pounds  of 
skim  milk  in  Class  I  the  pounds  of  skim 
milk  in  receipts  of  packaged  fluid  milk 
products  from  an  unregulated  supply 
plant  to  the  extent  that  an  equivalent 
amount  of  skim  milk  disposed  of  to  such 
plant  by  handlers  fully  regulated  under 
any  Federal  milk  order  is  classified  and 
priced  as  Class  I  milk  and  is  not  used  as 
an  offset  for  any  other  payment  obliga¬ 
tion  under  any  order; 

(3)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class  the  pounds 
of  skim  milk  in  fluid  milk  products  re¬ 
ceived  in  packaged  form  from  an  other 
order  plant,  except  that  to  be  subtracted 
pursuant  to  subparagraph  (6)  (iv)  of  this 
paragraph,  as  follows: 

(i)  From  Class  m  milk,  the  lesser  of 
the  pounds  remaining  or  2  percent  of 
such  receipts:  and 

(ii)  From  Class  I  milk,  the  remainder 
of  such  receipts; 

(4)  With  respect  to  a  plant  that  was 
fully  regulated  in  the  immediately  pre¬ 
ceding  month  under  any  Federal  milk 
order  providing  for  a  similar  allocation 
of  beginning  inventories  of  packaged 
fluid  milk  products: 


(i)  Subtract  from  the  remaining 
pounds  of  skim  milk  in  Class  I  the  pounds 
of  skim  milk  in  packaged  fluid  milk 
products  that  are  in  inventory  at  the 
beginning  of  the  month;  and 

(ii)  Subtract  from  the  pounds  of  skim 
milk  in  Class  II  the  pounds  of  skim  milk 
in  packaged  fluid  cream  products  that 
are  in  inventory  at  the  beginning  of  the 
month; 

(5)  Subtract  from  the  remaining 
pounds  of  skim  milk  in  Class  II  the 
pounds  of  skim  milk  in  other  source  milk 
(except  that  received  in  the  form  of  a 
fluid  milk  product  or  a  fluid  cream  prod¬ 
uct)  that  is  added  to,  or  used  to  produce, 
any  product  specified  in  §  1050.42; 

(6)  Subtract  in  the  order  specified 
below  from  the  pounds  of  skim  milk  re¬ 
maining  in  each  class,  in  series  beginning 
with  Class  III,  the  pounds  of  skim  milk 
in  each  of  the  following: 

(i)  Other  source  milk  (except  that  re¬ 
ceived  in  the  form  of  a  fluid  milk  prod¬ 
uct)  that  was  not  subtracted  pursuant 
to  subparagraph  (5)  of  this  paragraph; 

(ii)  Receipts  of  fluid  milk  products 
(except  filled  milk)  for  which  bottling 
grade  certification  is  not  established; 

(iii)  Receipts  of  fluid  milk  products 
from  unidentified  sources; 

(iv)  Receipts  of  fluid  milk  products 
from  a  producer-handler  as  defined  un¬ 
der  this  or  any  other  Federal  milk  order; 

(v)  Receipts  of  reconstituted  skim 
milk  in  filled  milk  from  an  unregulated 
supply  plant  that  were  not  subtracted 
pursuant  to  subparagraph  (2)  of  this 
paragraph;  and 

(vi)  Receipts  of  reconstituted  skim 
milk  in  filled  milk  from  an  other  order 
plant  that  is  regulated  under  any  Federal 
milk  order  providing  for  individual- 
handler  pooling,  to  the  extent  that  re¬ 
constituted  skim  milk  is  allocated  to 
Class  I  at  the  transferor  plant; 

(7)  Subtract  in  the  order  specified  be¬ 
low  from  the  pounds  of  skim  milk  re¬ 
maining  in  Class  II  and  Class  III,  in  se¬ 
quence  beginning  with  Class  III,  but  not 
in  excess  of  such  quantities,  the  pounds 
of  skim  milk  in  each  of  the  following: 

(i)  Receipts  of  fluid  milk  products 
from  an  unregulated  supply  plant  that 
were  not  subtracted  pursuant  to  sub- 
paragraphs  (2)  and  (6)  (v)  of  this  para¬ 
graph: 

(a)  For  which  the  handler  requests 
Class  II  or  Class  III  classification;  or 

(b)  Which  are  in  excess  of  the  pounds 
of  skim  milk  determined  by  multiplying 
the  pounds  of  skim  milk  remaining  in 
Class  I  by  1.25  and  subtracting  the  sum 
of  the  pounds  of  skim  milk  in  receipts  of 
producer  milk,  fluid  milk  products  from 
pool  plants  of  other  handlers  (or  any 
pool  plant  if  allocation  is  on  an  in¬ 
dividual  plant  basis) ,  and  bulk  fluid  milk 
products  from  other  order  plants  that 
were  not  subtracted  pursuant  to  sub- 
paragraph  (6)  (vi)  of  this  paragraph; 
and 

(ii)  Receipts  of  bulk  fluid  milk  pro¬ 
ducts  from  an  other  order  plant  that  are 
in  excess  of  bulk  fluid  milk  products 
transferred  or  diverted  to  such  plant  and 
that  were  not  subtracted  pursuant  to 
subparagraph  (6)  (vi)  of  this  paragraph, 


if  Class  II  or  Class  III  classification  is 
requested  by  the  operator  of  the  other 
order  plant  and  the  handler; 

(8)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class,  in  series 
beginning  with  Class  HI,  the  pounds  of 
skim  milk  in  inventory  at  the  beginning 
of  the  month  of  fluid  milk  products  and 
fluid  cream  products  that  were  not  sub¬ 
tracted  pursuant  to  subparagraph  (4) 
of  this  paragraph; 

(9)  Add  to  the  remaining  pounds  of 
skim  milk  in  Class  in  the  pounds  sub¬ 
tracted  pursuant  to  subparagraph  <  1 » 
of  this  paragraph; 

(10)  Subtract  from  the  pounds  of 
skim  milk  remaining  in  each  class,  pro 
rata  to  such  quantities  in  Class  I  and 
in  Class  II  and  Class  m  combined,  with 
the  quantity  prorated  to  Class  II  and 
Class  III  combined  -being  subtracted 
first  from  Class  in  and  then  from  Class 
II.  the  pounds  of  skim  milk  in  receipts 
of  fluid  milk  products  from  an  unregu¬ 
lated  supply  plant  that  were  not  sub¬ 
tracted  pursuant  to  subparagraphs  (2), 
(6)  (v),  and  (7)  (i)  of  this  paragraph  and 
that  were  not  offset  by  transfers  of  fluid 
milk  products  to  the  same  unregulated 
supply  plant  from  which  fluid  milk  prod¬ 
ucts  to  be  allocated  at  this  step  were 
received; 

(11)  Subtract  in  the  order  specified 
below  from  the  pounds  of  skim  milk  re¬ 
maining  in  each  class  the  pounds  of  skim 
milk  in  receipts  of  bulk  fluid  milk  prod¬ 
ucts  from  an  other  order  plant  that  are 
in  excess  of  bulk  fluid  milk  products 
transferred  or  diverted  to  such  plant  and 
that  were  not  subtracted  pursuant  to 
subparagraphs  (6)  (vi)  and  (7)  (ii)  of  this 
paragraph: 

(i)  From  each  class,  in  series  begin¬ 
ning  with  Class  HI,  the  pounds  deter¬ 
mined  by  multiplying  the  pounds  of  such 
net  receipts  by  the  larger  of  the  per¬ 
centage  of  estimated  combined  Class  II 
and  Class  III  utilization  of  skim  milk 
announced  for  the  month  by  the  market 
administrator  pursuant  to  9  1050.22<k) 
or  the  percentage  that  the  combined 
Class  II  and  Class  III  utilization  remain¬ 
ing  is  of  the  total  remaining  utilization 
of  skim  milk  of  the  handler;  and 

(ii)  From  Class  I,  the  remainder  of 
such  receipts; 

(12)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class  the  pounds 
of  skim  milk  in  fluid  milk  products  and 
bulk  fluid  cream  products  from  pool 
plants  of  other  handlers  (or  any  pool 
plant  if  allocation  is  on  an  individual 
plant  basis)  according  to  the  classifica¬ 
tion  of  such  products  pursuant  to  §  1050.- 
45(a) ;  and 

(13)  If  the  total  pounds  of  skim  milk 
remaining  in  all  classes  exceed  the 
pounds  of  skim  milk  in  producer  milk, 
subtract  such  excess  from  the  pounds  of 
skim  milk  remaining  in  each  class  in 
series  beginning  with  Class  III.  Any 
amount  so  subtracted  shall  be  known  as 
“overage”;  and 

(b)  Butterfat  shall  be  allocated  in  ac¬ 
cordance  with  the  procedure  outlined 
for  skim  milk  in  paragraph  (a)  of  this 
section. 
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§  1050.48  Responsibility  of  handlers 
and  reclassification  of  milk. 

(a)  All  skim  milk  and  butterfat  shall 
be  classified  as  Class  I  milk  unless  the 
handler  who  first  receives  such  skim  milk 
or  butterfat  proves  to  the  market  ad¬ 
ministrator  that  such  skim  milk  or  but¬ 
terfat  should  be  classified  otherwise.  In 
the  case  of  milk  received  from  producers 
by  a  handler  described  in  §  1050.9(d)  for 
delivery  to  a  pool  plant,  such  handler 
shall  have  the  burden  of  proving  the 
classification  of  skim  milk  and  butterfat 
in  the  milk  specified  in  §  1050.14(a)  (2), 
and  the  operator  of  such  pool  plant  shall 
have  the  burden  of  proving  the  classifi¬ 
cation  of  skim  milk  and  butterfat  in  the 
milk  specified  in  §  1050.14(a)  (1) . 

(b)  Milk  received  by  a  pool  plant  opera¬ 
tor  from  a  handler  described  in  §  1050.9 
(d)  shall  be  classified  according  to  the 
use  or  disposition  of  the  milk  at  such 
pool  plant  and  the  value  of  the  milk  at 
class  prices  shall  be  included  in  the 
operator’s  pool  obligation  pursuant  to 
§  1050.70. 

(c)  If  verification  by  the  market  ad¬ 
ministrator  discloses  that  the  original 
classification  of  skim  milk  or  butterfat 
was  incorrect,  such  skim  milk  or  butterfat 
shall  be  reclassified. 

10.  Section  1050.51  is  revised  as  fol¬ 
lows: 

§  1050.51  Class  prices. 

Subject  to  the  provisions  of  §§  1050.52 
and  1050.53,  the  class  prices  per  hun¬ 
dredweight  for  the  month  shall  be  as 
follows: 

(a)  Class  I  price.  The  Class  I  price 
shall  be  the  basic  formula  price  for  the 
preceding  month  plus  $1.19,  plus  20 
cents. 

(b)  Class  II  price.  The  Class  II  price 
shall  be  the  basic  formula  price  for  the 
month  plus  20  cents. 

(c)  Class  III  price.  The  Class  III  price 
shall  be  the  basic  formula  price  for  the 
month. 

11.  Section  1050.52  is  revised  as  fol¬ 
lows: 

§  1050.52  Rulterfat  differential. 

For  milk  containing  more  or  less  than 
3.5  percent  butterfat,  the  class  prices 
specified  in  §  1050.51  and  the  uniform 
price  specified  in  §  1050.71  shall  be  in¬ 
creased  or  decreased,  respectively,  for 
each  one-tenth  percent  butterfat  varia¬ 
tion  from  3.5  percent  by  an  amount, 
rounded  to  the  nearest  one-tenth  cent, 
that  is  equal  to  the  Chicago  butter  price 
for  the  month  multiplied  by  0.115. 

12.  Section  1050.53  is  revised  as  fol¬ 
lows: 

§  1050.53  Loration  adjustments  to  han¬ 
dlers. 

(a)  For  producer  milk  received  at  a 
pool  plant  located  outside  Zone  I  which 
is  classified  as  Class  I  milk  and  eligible 
pursuant  to  paragraph  (b)  or  (c)  of 
this  section  for  location  adjustment,  the 
Class  I  price  specified  in  §  1050.51(a) 
shall  be  reduced  according  to  the  loca¬ 
tion  of  such  plant  as  follows: 

(1)  At  a  plant  in  Zone  n  or  In  the 
Illinois  counties  of  Henry  and  Mercer, 
by  5  cents; 


(2)  At  a  plant  located  outside  the 
State  of  Illinois,  or  in  the  State  of  Illi¬ 
nois  but  north  of  the  northernmost 
boundaries  of  the  Illinois  counties  of 
Mercer,  Henry,  Bureau,  La  Salle,  Grundy, 
and  Kankakee,  by  7.5  cents  if  such 
plant  is  50  or  more  miles  from  the  city 
hall  in  Peoria,  Ill.,  and  by  an  additional 
1.5  cents  for  each  10  miles  or  fraction 
thereof  that  such  distance  exceeds  60 
miles;  and 

(3)  In  determining  location  adjust¬ 
ments,  mileage  shall  be  based  on  the 
shortest  hard-surfaced  highway  distance 
as  determined  by  the  market  adminis¬ 
trator. 

(b)  If  skim  milk  and  butterfat  are 
allocated  on  an  individual  plant  basis 
pursuant  to  §  1050.47,  the  quantity  of 
milk  received  at  the  plant  as  producer 
milk  or  by  diversion  from  another  pool 
plant  that  shall  be  subject  to  any  loca¬ 
tion  adjustment  applicable  at  such  plant 
shall  be  determined  as  follows: 

(1)  From  the  total  pounds  of  Class  I 
skim  milk  and  butterfat,  respectively,  at 
such  plant  subtract  any  beginning  in¬ 
ventory  and  other  source  milk  allocated 
to  Class  I  pursuant  to  §  1050.47  (a)  and 
(b)  and  any  Class  I  transfers  to  other 
pool  plants; 

(2)  The  amount  of  Class  I  transfers 
from  such  plant  to  other  pool  plants  that 
is  eligible  for  a  location  adjustment  shall 
be  determined  at  the  transferee  plant  as 
follows: 

(i)  From  the  total  pounds  of  Class  I 
skim  milk  and  butterfat,  respectively,  at 
such  transferee  plant  (excluding  Class  I 
transfers  to  other  pool  plants  that  are 
not  eligible  for  location  adjustment  as 
determined  at  such  other  pool  plants) 
subtract  any  beginning  inventory  and 
other  source  milk  allocated  to  Class  I 
pursuant  to  §  1050.47  (a)  and  (b) ; 

(ii)  From  the  remaining  pounds  of 
Class  I  skim  milk  and  butterfat,  respec¬ 
tively,  subtract  95  percent  of  the  skim 
milk  and  butterfat,  respectively,  in  re¬ 
ceipts  at  such  transferee  plant  of  pro¬ 
ducer  milk  and  by  diversion  from  other 
pool  plants; 

(iii)  Assign  the  remaining  amount  of 
Class  I  skim  milk  and  butterfat  to  fluid 
milk  products  received  by  transfer  from 
other  pool  plants  in  sequence  beginning 
with  receipts  from  the  plant  having  the 
highest  Class  I  price;  and  * 

(iv)  The  amount  of  Class  I  transfers 
eligible  for  location  adjustment  at  each 
transferor  plant  shall  be  the  quantity 
assigned  pursuant  to  subdivision  (iii)  of 
this  subparagraph  or  the  quantity  of 
Class  I  skim  milk  and  butterfat  trans¬ 
ferred  from  such  plant  to  the  transferee 
plant,  whichever  is  less;  and 

(3)  The  sum  of  the  quantities  deter¬ 
mined  pursuant  to  subparagraphs  (1) 
and  (2)  (iv)  of  this  paragraph,  or  the 
total  pounds  of  milk  received  at  the 
plant  as  producer  milk  and  by  diversion 
from  another  pool  plant,  whichever  is 
less,  shall  be  the  total  quantity  of  milk 
eligible  for  location  adjustment  at  such 
plant.  • 

(c)  If  skim  milk  and  butterfat  are 
allocated  on  a  system  basis  pursuant  to 
3  1050.47,  the  quantity  of  milk  received 


at  each  plant  as  producer  milk  or  by 
diversion  from  another  pool  plant  that 
shall  be  subject  to  any  location  adjust¬ 
ment  applicable  at  such  plant  shall  be 
determined  as  follows: 

(1)  Assign  to  the  skim  milk  and 
butterfat,  respectively,  in  the  combined 
Class  n  and  Class  III  utilization  at  each 
plant  of  the  handler  (excluding  any  such 
utilization  at  each  plant  based  on  trans¬ 
fers  to  other  pool  plants  of  the  handler) 
any  beginning  inventory  and  other 
source  milk  receipts  at  such  plant  of  the 
respective  category  allocated  to  such 
combined  class  uses  pursuant  to  each 
subparagraph  of  §  1050.47(a)  and  the 
corresponding  step  of  §  1050.47(b) .  If  the 
same  category  of  other  source  milk  to  be 
assigned  to  the  combined  Class  II  and 
Class  III  utilization  was  received  at  two 
or  more  plants  of  the  handler,  such  other 
source  milk  shall  be  assigned  first  to  the 
combined  Class  II  and  Class  III  utiliza¬ 
tion  at  the  plant  where  the  lowest  Class  I 
price  applies  and  then  in  sequence  to 
such  utilization  at  plants  having  the  next 
higher  Class  I  prices  (excluding  in  each 
case  utilization  based  on  transfers  to  his 
other  pool  plants).  To  the  extent  that 
combined  Class  II  and  Class  III  utiliza¬ 
tion  of  beginning  inventory  and  other 
source  milk  remains  unassigned,  such 
remainder  shall  be  assigned  first  to  the 
remaining  combined  Class  II  and  Class 
III  utilization  at  the  plant  where  the 
lowest  Class  I  price  applies  and  then  in 
sequence  to  such  utilization  at  plants 
having  the  next  higher  Class  I  prices; 

(2)  From  the  total  pounds  of  Class  I 
skim  milk  and  butterfat,  respectively,  at 
each  plant  of  the  handler  (excluding 
transfers  to  his  other  pool  plants  and 
Class  I  transfers  to  pool  plants  of  other 
handlers)  subtract  the  pounds  of  skim 
milk  and  butterfat  in  the  respective 
category  of  other  source  milk  received 
and  beginning  inventory  at  such  plant 
which  exceed  the  quantities  assigned  to 
Class  II  and  Class  III  utilization  at  such 
plant  pursuant  to  subparagraph  (1)  of 
this  paragraph; 

(3)  The  amount  of  transfers  from 
each  plant  to  other  pool  plants  of  the 
handler  operating  such  plant  and  Class 
I  transfers  to  pool  plants  of  other  han¬ 
dlers  that  are  eligible  for  a  location  ad¬ 
justment  shall  be  determined  at  the 
transferee  plant  as  follows: 

(i)  To  the  pounds  of  Class  I  skim  milk 
and  butterfat,  respectively,  remaining  at 
the  transferee  plant  after  the  computa¬ 
tion  pursuant  to  subparagraph  (2)  of 
this  paragraph  add  any  Class  I  transfers 
from  such  plant  to  other  pool  plants  that 
are  eligible  for  location  adjustment  as 
determined  at  the  plants  to  which  such 
transfers  were  made,  and  then  subtract 
95  percent  of  the  skim  milk  and  butter¬ 
fat,  respectively,  in  receipts  at  such 
transferee  plant  of  producer  milk  and  by 
diversion  from  other  pool  plants; 

(ii)  Assign  the  remaining  amount  of 
Class  I  skim  milk  and  butterfat  to  fluid 
milk  products  received  by  transfer  from 
other  pool  plants  in  sequence  beginning 
with  receipts  from  the  plant  having  the 
highest  Class  I  price;  and 
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(iii)  The  amount  of  Class  I  transfers 
eligible  for  location  adjustment  at  each 
transferor  plant  shall  be  the  quantity 
assigned  pursuant  to  subdivision  (ii)  of 
this  subparagraph  or  the  quantity  of 
Class  I  skim  milk  and  butterfat  trans¬ 
ferred  from  such  plant  to  the  transferee 
plant,  whichever  is  less;  and 

(4)  The  sum  of  the  quantities  deter¬ 
mined  pursuant  to  subparagraphs  (2) 
and  (3)  (iii)  of  this  paragraph,  or  the 
total  pounds  of  milk  received  at  the  plant 
as  producer  milk  and  by  diversion  from 
another  pool  plant,  whichever  is  less, 
shall  be  the  total  quantity  of  milk  eligible 
for  location  adjustment  at  such  plant. 

(d)  The  Class  I  price  applicable  to 
other  source  milk  shall  be  reduced  at  the 
rates  set  forth  in  paragraph  (a)  of  this 
section,  except  that  the  adjusted  Class  I 
price  shall  not  be  less  than  the  Class  in 
price. 

13.  In  I  1050.61(e),  subparagraph  (2) 
is  revised  as  follows: 

§  1050.61  Plants  subject  to  other  Fed¬ 
eral  orders. 

*  *  •  *  * 

(e)  *  •  * 

(2)  Compute  the  value  of  the  recon¬ 
stituted  skim  milk  assigned  in  subpara¬ 
graph  (1)  of  this  paragraph  to  route  dis¬ 
position  in  this  marketing  area  by 
multiplying  the  quantity  of  such  skim 
milk  by  the  difference  between  the  Class 
I  price  under  this  part  that  is  applicable 
at  the  location  of  the  other  order  plant 
(but  not  to  be  less  than  the  Class  III 
price)  and  the  Class  m  price. 

14.  Section  1050.62  is  revised  as  follows: 

§  1050.62  Obligation  of  handler  oper¬ 
ating  a  partially  regulated  distribut¬ 
ing  plant. 

Each  handler  who  operates  a  partially 
regulated  distributing  plant  shall  pay 
on  or  before  the  25th  day  after  the  end 
of  the  month  to  the  market  adminis¬ 
trator  for  the  producer-settlement  fund 
the  amount  computed  pursuant  to  para¬ 
graph  (a)  of  this  section.  If  the  handler 
submits  pursuant  to  §§  1050.30(c)  and 
1050.32(b)  the  information  necessary  for 
making  the  computations,  such  handler 
may  elect  to  pay  in  lieu  of  such  pay¬ 
ment  the  amount  computed  pursuant  to 
paragraph  (b)  of  this  section: 

(a)  The  payment  under  this  para¬ 
graph  shall  be  the  amount  resulting  from 
the  following  computations: 

(1)  Determine  the  pounds  of  skim 
milk  and  butterfat,  respectively,  in  the 
partially  regulated  distributing  plant’s 
route  disposition  in  the  marketing  area; 

(2)  Subtract  the  pounds  of  skim  milk 
and  butterfat,  respectively,  received  at 
the  partially  regulated  distributing 
plant: 

(i)  As  Class  I  milk  from  pool  plants 
and  other  order  plants,  except  that  sub¬ 
tracted  under  a  similar  provision  of  an¬ 
other  Federal  milk  order ;  and 

(ii)  From  another  nonpool  plant  that 
is  not  an  other  order  plant  to  the  extent 
that  an  equivalent  amount  of  skim  milk 
or  butterfat  disposed  of  to  such  nonpool 
plant  by  handlers  fully  regulated  under 
any  Federal  milk  order  is  classified  and 


priced  as  Class  I  milk  and  is  not  used  as 
an  offset  for  any  other  payment  obliga¬ 
tion  under  any  order; 

(3)  Subtract  the  pounds  of  recon¬ 
stituted  skim  milk  in  the  partially  regu¬ 
lated  distributing  plant’s  route  disposi¬ 
tion  in  the  marketing  area; 

(4)  Combine  the  remaining  pounds  of 
skim  milk  and  butterfat  and  multiply  the 
total  by  the  difference  between  the  Class 
I  price  and  the  weighted  average  price, 
both  prices  to  be  applicable  at  the  loca¬ 
tion  of  the  partially  regulated  distribut¬ 
ing  plant  (but  not  to  be  less  than  the 
Class  in  price) ;  and 

(5)  Add  the  amount  obtained  from 
multiplying  the  pounds  of  reconstituted 
skim  milk  specified  in  subparagraph  (3) 
of  this  paragraph  by  the  difference  be¬ 
tween  the  Class  I  price  applicable  at  the 
location  of  the  partially  regulated  dis¬ 
tributing  plant  (but  not  to  be  less  than 
the  Class  in  price)  and  the  Class  m 
price. 

(b)  The  payment  under  this  para¬ 
graph  shall  be  the  amount  resulting 
from  the  following  computations: 

(1)  Determine  the  obligation  that 
would  have  been  computed  pursuant  to 
§  1050.70  for  the  partially  regulated  dis¬ 
tributing  plant  if  the  plant  had  been  a 
pool  plant,  subject  to  the  following 
modifications : 

(i)  Fluid  milk  products  and  bulk  fluid 
cream  products  received  at  the  partially 
regulated  distributing  plant  from  a  pool 
plant  or  an  other  order  plant  shall  be 
allocated  at  the  partially  regulated  dis¬ 
tributing  plant  to  the  same  class  in 
which  such  products  were  classified  at 
the  fully  regulated  plant; 

(ii)  Fluid  milk  products  and  bulk 
fluid  cream  products  transferred  from 
the  partially  regulated  distributing  plant 
to  a  pool  plant  or  an  other  order  plant 
shall  be  classified  at  the  partially  regu¬ 
lated  distributing  plant  in  the  class  to 
which  allocated  at  the  fully  regulated 
plant.  Such  transfers  shall  be  allocated 
to  the  extent  possible  to  those  receipts 
at  the  partially  regulated  distributing 
plant  from  pool  plants  and  other  order 
plants  that  are  classified  in  the  corre¬ 
sponding  class  pursuant  to  subdivision 
(i)  of  this  subparagraph.  Any  such 
transfers  remaining  after  the  above  al¬ 
location  which  are  classified  in  Class  I 
and  on  which  an  obligation  is  computed 
for  the  handler  operating  the  partially 
regulated  distributing  plant  pursuant  to 
§  1050.70  shall  be  priced  at  the  uniform 
price  (or  at  the  weighted  average  price 
if  such  is  provided)  of  the  respective 
order  regulating  the  handling  of  milk  at 
the  transferee  plant,  with  such  uniform 
price  adjusted  to  the  location  of  the 
nonpool  plant  (but  not  to  be  less  than  the 
lowest  class  price  of  the  respective  or¬ 
der),  except  that  transfers  of  reconsti¬ 
tuted  skim  milk  in  filled  milk  shall  be 
priced  at  the  lowest  class  price  of  the 
respective  order;  and 

(iii)  If  the  operator  of  the  partially 
regulated  distributing  plant  so  requests, 
in  lieu  of  the  obligation  pursuant  to 
§  1050.70(f)  and  the  credit  specified  in 
§  1050.84(b)(2),  the  obligation  for  such 
handler  shall  Include  a  similar  obliga¬ 


tion  for  each  nonpool  plant  that  is  not 
an  other  order  plant  which  serves  as  a 
supply  plant  for  such  partially  regulated 
distributing  plant  by  making  shipments 
to  the  partially  regulated  distributing 
plant  during  the  month  equivalent  to  the 
requirements  of  §  1050.12  (b)  and  (c), 
subject  to  the  following  conditions: 

(a)  The  operator  of  the  partially  reg¬ 
ulated  distributing  plant  submits  with 
his  reports  filed  pursuant  to  §  §  1050.30  ( c ) 
and  1050.32(b)  similar  reports  for  each 
such  nonpool  supply  plant; 

(b)  The  operator  of  such  nonpool 
supply  plant  maintains  books  and  rec¬ 
ords  showing  the  utilization  of  all  skim 
milk  and  butterfat  received  at  such  plant 
which  are  made  available  if  requested  by 
the  market  administrator  for  verification 
purposes;  and 

(c)  The  obligation  for  such  nonpool 
supply  plant  shall  be  determined  in  the 
same  manner  prescribed  for  computing 
the  obligation  of  such  partially  regulated 
distributing  plant;  and 

(2)  From  the  obligation  computed 
pursuant  to  subparagraph  (1)  of  this 
paragraph,  subtract; 

(i)  The  gross  payments  by  the  opera¬ 
tor  of  such  partially  regulated  distribut¬ 
ing  plant  for  bottling  grade  milk  received 
at  the  plant  during  the  month  from 
dairy  farmers; 

(ii)  If  subparagraph  (1)  (iii)  of  this 
paragraph  applies,  the  gross  payments  by 
the  operator  of  such  nonpool  supply 
plant  for  bottling  grade  milk  received 
at  the  plant  during  the  month  from 
dairy  farmers;  and 

(iii)  The  payments  by  the  operator 
of  the  partially  regulated  distributing 
plant  to  the  producer-settlement  fund  of 
another  order  under  which  such  plant 
is  also  a  partially  regulated  distributing 
plant  and  like  payments  by  the  operator 
of  the  nonpool  supply  plant  if  sub- 
paragraph  ( 1 )  (iii)  of  this  paragraph 
applies. 

15.  Section  1050.70  is  revised  as  fol¬ 
lows: 

§  1030.70  Compulation  of  the  net  pool 
obligation  of  each  handler. 

The  monthly  net  pool  obligation  of 
each  handler  described  in  §  1050.9  (a), 
(c),  and  (d)  shall  be  determined  for 
such  handler,  or  for  each  pool  plant  of 
such  handler  if  the  allocations  pursuant 
to  §  1050.47  are  on  an  individual  plant 
basis  and  the  handler  requests  separate 
statements.  Such  obligation  shall  be  a 
sum  or  money  computed  by  the  market 
administrator  as  follows: 

(a)  Multiply  the  pounds  of  producer 
milk  in  each  class  determined  pursuant 
to  §  1050.46  by  the  applicable  class  price 
and  add  the  resulting  amounts; 

(b)  Add  the  amounts  obtained  from 
multiplying  the  pounds  of  overage  sub¬ 
tracted  from  each  class  pursuant  to 
§  1050.47(a)  (13)  and  the  correspond¬ 
ing  step  of  §  1050.47(b)  by  the  respec¬ 
tive  class  price  applicable  at  the  loca¬ 
tion  of  the  pool  plant; 

(c)  Add  the  amount  obtained  from 
multiplying  the  difference  between  the 
Class  III  price  for  the  preceding  month 
and  the  Class. I  price  applicable  at  the 
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location  of  the  pool  plant  or  the  Class  n 
price,  as  the  case  may  be,  for  the  cur¬ 
rent  month  by  the  hundredweight  of 
skim  milk  and  butterfat  subtracted  from 
Class  I  and  Class  II  pursuant  to  §  1050.47 

(a) (8)  and  the  corresponding  step  of 
§  1050.47(b); 

(d)  Add  the  amount  obtained  from 
multiplying  the  difference  between  the 
Class  I  price  applicable  at  the  location  of 
the  pool  plant  and  the  Class  III  price  by 
the  hundredweight  of  skim  milk  and 
butterfat  subtracted  from  Class  I  pursu¬ 
ant  to  §  1050.47(a)(6)  (i)  through  (iv) 
and  the  corresponding  step  of  §  1050.47 

(b) ,  excluding  receipts  of  bulk  fluid 
cream  products  from  an  other  order 
plant; 

(e)  Add  the  amount  obtained  from 
multiplying  the  difference  between  the 
Class  I  price  applicable  at  the  location 
of  the  transferor  plant  and  the  Class  in 
price  by  the  hundredweight  of  skim  milk 
and  butterfat  subtracted  from  Class  I 
pursuant  to  §  1050.47(a)  (6)  (v)  and  (vi) 
and  the  corresponding  step  of  §  1050.47 
(b); 

(f)  Add  the  amount  obtained  from 
multiplying  the  Class  I  price  applicable 
at  the  location  of  the  nearest  nonpool 
plants  from  which  an  equivalent  volume 
was  received  by  the  pounds  of  skim  milk 
and  butterfat  subtracted  from  Class  I 
pursuant  to  §  1050.47(a)  (10)  and  the 
corresponding  step  of  §  1050.47(b),  ex¬ 
cluding  such  skim  milk  and  butterfat  in 
receipts  of  bulk  fluid  milk  products  from 
an  unregulated  supply  plant  to  the  ex¬ 
tent  that  an  equivalent  amount  of  skim 
milk  or  butterfat  disposed  of  to  such 
plant  by  handlers  fully  regulated  under 
any  Federal  milk  order  is  classified  and 
priced  as  Class  I  milk  and  is  not  used 
as  an  offset  for  any  other  payment  obli¬ 
gation  under  any  order;  and 

(g)  For  the  first  month  that  this  para¬ 
graph  is  effective,  subtract  the  amount 
obtained  from  multiplying  the  difference 
between  the  Class  I  price  for  the  pre¬ 
ceding  month  and  the  Class  n  price  for 
the  current  month  by  the  hundredweight 
of  skim  milk  and  butterfat  in  any  prod¬ 
ucts  specified  in  §  1050.42  (a)  and  (b) 
that  were  in  Class  I  inventory  at  the 
end  of  the  preceding  month. 

16.  In  §  1050.71,  paragraph  (c)  is  re¬ 
vised  as  follows: 

§  1030.71  Computation  of  the  uniform 
price. 

*  *  ♦  *  * 

(c)  Subtract,  if  the  average  butterfat 
content  of  the  milk  specified  in  para¬ 
graph  (e)  of  this  section  is  more  than 
3.5  percent,  or  add,  if  such  butterfat  con¬ 
tent  is  less  than  3.5  percent,  the  amount 
obtained  by  multiplying  the  amount  by 
which  the  average  butterfat  content  of 
such  milk  varies  from  3.5  percent  by 
the  butterfat  differential  specified  in 
§  1050.52,  and  multiply  the  result  by  the 
total  hundredweight  of  such  milk; 
***** 

17.  In  §  1050.72,  paragraph  (b)  is  re¬ 
vised  as  follows: 

§  1030.72  Notification  of  handlers. 
***** 

(b)  The  uniform  price  computed  pur¬ 
suant  to  5  1050.71  and  the  butterfat  dif¬ 


ferential  computed  pursuant  to  §  1050.52; 
and 

•  •  •  •  • 

18.  In  §  1050.80,  paragraph  (a)  is  re¬ 
vised  as  follows: 

§  1050.80  Time  and  method  of  payment 
for  producer  milk. 

(a)  On  or  before  the  20th  day  of  the 
following  month,  each  handler  shall 
make  payment  to  each  producer  for  milk 
received  from  such  producer  during  such 
month  an  amount  equal  to  not  less  than 
the  uniform  price,  as  adjusted  pursuant 
to  §§  1050.52,  1050.82,  and  1050.88,  multi¬ 
plied  by  the  hundredweight  of  milk  re¬ 
ceived  from  such  producer  during  the 
month,  less  proper  deductions  authorized 
in  writing  by  such  producer,  and  plus 
or  minus  adjustments  for  errors  made 
in  previous  payments  made  to  such  pro¬ 
ducer.  If  by  such  date  the  handler  has 
not  received  full  payment  from  the  mar¬ 
ket  administrator  pursuant  to  §  1050.85 
for  such  month,  he  may  reduce  pro  rata 
his  payments  to  producers  by  not  more 
than  the  amount  of  such  underpayment. 
Payments  to  producers  shall  be  com¬ 
pleted  thereafter  not  later  than  the  date 
for  making  payments  pursuant  to  this 
paragraph  next  following  after  the  re¬ 
ceipt  of  the  balance  due  from  the  market 
administrator; 

***** 

§  1050.81  [Revoked] 

19.  Section  1050.81  is  revoked. 

20.  In  5  1050.82,  paragraph  (b)  is  re¬ 
vised  as  follows: 

§  1050.82  Location  differentials  to  pro¬ 
ducers  and  on  nonpool  milk. 
***** 

(b)  The  weighted  average  price  appli¬ 
cable  to  other  source  milk  shall  be  re¬ 
duced  at  the  rates  set  forth  in  §  1050.53, 
except  that  the  adjusted  weighted  aver¬ 
age  price  shall  not  be  less  than  the  Class 
in  price. 

21.  In  §  1050.84(b),  subparagraph  (2) 
is  revised  as  follows: 

§  1050.84  Payments  to  the  producer- 
settlement  fund. 

***** 

(b)  *  *  * 

(2)  The  value  at  the  weighted  average 
price  applicable  at  the  location  of  the 
plants  from  which  received  of  other 
source  milk  for  which  a  value  is  com¬ 
puted  pursuant  to  S  1050.70(f). 

22.  Section  1050.87  is  revised  as 
follows: 

§  1050.87  Expense  of  administration. 

As  his  pro  rata  share  of  the  expense 
of  administering  the  order,  each  handler 
(excluding  a  cooperative  association  in 
its  capacity  as  a  handler  pursuant  to 
§  1050.9(d)  with  respect  to  milk  deliv¬ 
ered  to  pool  plants)  shall  pay  to  the 
market  administrator  on  or  before  the 
20th  day  after  the  end  of  the  month  5 
cents  per  hundredweight,  or  such  lesser 
amount  as  the  Secretary  may  prescribe, 
with  respect  to: 

(a)  His  producer  milk  (including  such 
handler’s  own  production) ; 


(b)  Other  source  milk  allocated  to 
Class  I  pursuant  to  §  1050.47(a)  (6)  and 
(10)  and  the  corresponding  steps  of 
5  1050.47(b),  except  such  other  source 
milk  on  which  no  handler  obligation  ap¬ 
plies  pursuant  to  §  1050.70(f) ;  and 

(c)  Class  I  milk  disposed  of  on  a  route 
in  the  marketing  area  from  a  partially 
regulated  distributing  plant  that  exceeds 
the  skim  milk  and  butterfat  subtracted 
pursuant  to  5  1050.62(a)(2). 


PART  1062— MILK  IN  THE  ST.  LOUIS- 
OZARKS  MARKETING  AREA 

1.  In  5  1062.7,  paragraph  (a)  is  revised 
as  follows: 

§  1062.7  Producer. 

•  *  *  *  * 

(a)  Received  at  a  pool  plant  (exclud¬ 
ing  milk  received  as  a  diversion  from  an 
other  order  plant  which  is  allocated  to 
Class  II  or  Class  HI  pursuant  to  5  1062.47 

(a)  (7)  (ii)  and  the  corresponding  step  of 
5  1062.47(b);  or 

***** 

2.  In  5  1062.14,  paragraphs  (a)(1), 

(b)  (2)  (ii) ,  and  (c)  (3)  are  revised  as 
follows: 

§  1062.14  Producer  milk. 

*  *  *  *  *  * 

(a)  *  *  * 

(1)  Received  at  the  pool  plant  from 
producers  or  from  a  cooperative  asso¬ 
ciation  acting  as  a  handler  pursuant  to 
5  1062.8(d),  but  excluding  milk  received 
as  a  diversion  from  an  other  order  plant 
which  is  allocated  to  Class  II  or  Class 
III  pursuant  to  5  1062.47(a)  (7)  (ii)  and 
the  corresponding  step  of  5  1062.47(b) ; 

***** 

(b)  *  *  * 

(2)  *  *  * 

(ii)  Is  not  so  delivered  and  consti¬ 
tutes  shrinkage  pursuant  to  1062.44(c) 
or  Class  I  shrinkage;  and 

(c)  *  *  * 

(3)  By  the  operator  of  a  pool  plant  or 
by  a  cooperative  association  in  its  capac¬ 
ity  as  a  handler  pursuant  to  5  1062.8(c) 
as  Class  H  or  Class  IH  milk  to  a  nonpool 
plant (s)  at  which  the  handling  of  milk 
is  fully  subject  to  the  pricing  and  pool¬ 
ing  provisions  of  another  order  issued 
pursuant  to  the  Act  for  not  more  days 
of  production  of  producer  milk  than  is 
physically  received  at  pool  plants  less 
the  number  of  days’  production  diverted 
pursuant  to  subparagraph  (2)  of  this 
paragraph,  if  such  milk  is  not  fully  sub¬ 
ject  to  the  pricing  and  pooling  provisions 
of  such  other  order; 

***** 

3.  Section  1062.15  is  revised  as  follows: 

§  1062.15  Ollier  source  milk. 

“Other  source  milk”  means  all  skim 
milk  and  butterfat  contained  in  or  rep¬ 
resented  by: 

(a)  Fluid  milk  products  and  bulk 
fluid  cream  products  from  any  source 
other  than  producers,  cooperative  asso¬ 
ciations  acting  as  a  handler  pursuant  to 
5  1062.8(d),  pool  plants,  and  inventory 
at  the  beginning  of  the  month; 
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(b)  Products  (other  than  fluid  milk 
products,  bulk  fluid  cream  products,  and 
cottage  cheese)  from  any  source  (includ¬ 
ing  those  products  produced  at  the  plant) 
which  are  reprocessed,  converted  into,  or 
combined  with  another  product  in  the 
plant  during  the  month;  and 

(c)  Any  disappearance  of  any  prod¬ 
uct  (other  than  a  fluid  milk  product  or  a 
bulk  fluid  cream  product)  that  is  in  a 
form  in  which  it  may  be  converted  into 
a  Class  I  product  and  which  is  not  other¬ 
wise  accounted  for  under  the  order. 

4.  Section  1062.16  is  revised  as  follows: 

§  1062.16  Fluid  milk  product. 

(a)  Except  as  provided  in  paragraph 

(b)  of  this  section,  “fluid  milk  product” 
means: 

(1)  Any  of  the  following  products  in 
fluid  or  frozen  form,  including  such  prod¬ 
ucts  that  are  flavored,  cultured,  modified 
with  added  nonfat  milk  solids,  concen¬ 
trated  (if  in  a  consumer-type  package), 
or  reconstituted:  Milk,  skim  milk,  low- 
fat  milk,  milk  drinks,  eggnog,  buttermilk, 
filled  milk,  and  milkshake  and  ice  milk 
mixes  containing  less  than  20  percent 
total  solids;  and 

(2)  Any  milk  product  in  fluid  or  frozen 

form  that  is  not  specified  in  subpara¬ 
graph  (1)  of  this  paragraph  or  in 
§  1062.42  or  §  1062.43(a)  (1)  through 

(8),  if  it  contains  by  weight  at  least  80 
percent  water  and  6.5  percent  nonfat 
milk  solids  and  less  than  9  percent  but- 
terfat  and  20  percent  total  solids. 

(b)  The  term  “fluid  milk  product” 
shall  not  include: 

(1)  Evaporated  or  condensed  milk  or 
skim  milk  in  plain  or  sweetened  form, 
formulas  especially  prepared  for  infant 
feeding  or  dietary  use  that  are  packaged 
in  hermetically  sealed  glass  or  all-metal 
containers,  and  any  product  that  con¬ 
tains  by  weight  less  than  6.5  percent  non¬ 
fat  milk  solids;  and 

(2)  The  quantity  of  skim  milk  in  any 
modified  product  specified  in  paragraph 
(a)  of  this  section  that  is  in  excess  of 
the  quantity  of  skim  milk  in  an  equal 
volume  of  an  unmodified  product  of  the 
same  nature  and  butterfat  content. 

5.  Section  1062.17  is  revised  as  follows: 
§  1062.17  Route  disposition. 

“Route  disposition”  or  “disposed  of  on 
routes”  means  any  delivery  of  a  fluid 
milk  product  to  a  retail  or  wholesale 
outlet  (including  any  delivery  through 
a  vendor,  or  a  sale  in  packaged  form 
from  a  plant  or  plant  store),  except  a 
delivery  to  another  plant  or  to  a  com¬ 
mercial  food  establishment  pursuant  to 
§  1062.43(b). 

6.  A  new  §  1062.19a  is  added  as 
follows : 

§  1062.19a  Fluid  cream  product. 

“Fluid  cream  product”  means  cream 
or  a  mixture  of  cream  and  milk  or  skim 
milk  containing  9  percent  or  more 
butterfat. 

7.  In  §  1062.22,  paragraphs  (i),  (1), 
(m),  and  (n)  are  revised  as  follows: 


§  1062.22  Duties. 

*  •  *  •  • 

(i)  Publicly  announce  by  posting  in  a 
conspicuous  place  in  his  office  and  by 
such  other  means  as  he  deems  appro¬ 
priate  and  mail  to  each  handler  at  his 
last  known  address  the  prices  determined 
for  each  month  as  follows: 

(1)  On  or  before  the  fifth  day  of  each 
month,  the  Class  I  price  for  the  current 
month  pursuant  to  §  1062.51(a); 

(2)  On  or  before  the  fifth  day  of  each 
month,  the  Class  II  and  Class  III  prices 
pursuant  to  §  1062.51  (b)  and  (c)  and 
the  butterfat  differential  pursuant  to 
§  1062.52,  all  for  the  preceding  month; 
and 

(3)  On  or  before  the  10th  day  after 
the  end  of  each  month,  the  uniform  price 
pursuant  to  §  1062.71 ; 

***** 

(l)  Whenever  required  for  the  pur¬ 
pose  of  allocating  receipts  from  other 
order  plants  pursuant  to  §  1062.47(a) 
(11)  and  the  corresponding  step  of 
§  1062.47(b),  estimate  and  publicly  an¬ 
nounce  the  utilization  (to  the  nearest 
whole  percentage)  in  each  class  during 
the  month  of  skim  milk  and  butterfat, 
respectively,  in  producer  milk  of  all 
handlers.  Such  estimate  shall  be  based 
upon  the  most  current  available  data 
and  shall  be  final  for  such  purpose; 

(m)  Report  to  the  market  adminis¬ 
trator  of  the  other  order,  as  soon  as  pos¬ 
sible  after  the  report  of  receipts  and 
utilization  for  the  month  is  received  from 
a  handler  who  has  received  fluid  milk 
products  or  bulk  fluid  cream  products 
from  an  other  order  plant,  the  class  to 
which  such  receipts  are  allocated  pur¬ 
suant  to  §  1062.47  pursuant  to  such  re¬ 
port,  and,  thereafter,  any  change  in  such 
allocation  required  to  correct  errors  dis¬ 
closed  in  verification  of  such  report.  In 
the  case  of  milk  received  from  an  other 
order  market  pool  plant  the  classifica¬ 
tion  of  such  milk  shall  be  the  quantities 
assigned  to  each  class  pursuant  to 
§  1062.47.  In  the  case  of  milk  received 
from  an  other  order  handler  pool  plant, 
the  market  administrator  shall  report 
the  allocation  of  skim  milk  and  butter¬ 
fat  in  the  same  percentage  as  the  mar¬ 
ketwide  estimate  for  all  handlers 
pursuant  to  paragraph  (1)  of  this  sec¬ 
tion;  and 

(n)  Furnish  to  each  handler  operating 
a  pool  plant  who  has  shipped  fluid  milk 
products  or  bulk  fluid  cream  products 
to  an  other  order  plant  the  class  to  which 
such  shipments  were  allocated  by  the 
market  administrator  of  the  other  order 
on  the  basis  of  the  report  of  the  receiv¬ 
ing  handler,  and,  as  necessary,  any 
change  in  such  allocation  arising  from 
the  verification  of  such  report. 

8.  In  §  1062.30(a),  subparagraphs 
(l)(ii),  (2),  and  (3)  (i)  are  revised  as 
follows : 

§  1062.30  Reports  of  receipts  and  utili¬ 
zation. 

***** 

(a)  *  *  * 

(1)  *  *  * 


(ii)  Fluid  milk  products  and  bulk  fluid 
cream  products  received  from  other  pool 
plants;  and 

***** 

(2)  Inventories  described  in  subpara¬ 
graph  (3)  (i)  of  this  paragraph  that  are 
on  hand  at  the  beginning  of  the  month; 

(3)  *  *  * 

(i)  Of  inventories  at  the  end  of  the 
month  of  the  following  products,  show¬ 
ing  separately  such  inventories  in  bulk 
form  and  in  packaged  form: 

(a)  Fluid  milk  products;  and 

(b)  Fluid  cream  products  except  those 
received  in  packaged  form  from  another 
plant; 

***** 

9.  In  §  1062.31,  the  introductory  text 
is  revised  as  follows: 

§  1062.31  Payroll  reports. 

On  or  before  the  20th  day  after  the 
end  of  the  month  each  handler  described 
in  §  1062.8(a) ,  for  each  of  his  pool  plants, 
and  each  cooperative  association  with  re¬ 
spect  to  milk  for  which  it  is  the  handler 
pursuant  to  §  1062.8  (c)  and  (d)  shall 
submit  to  the  market  administrator  the 
producer  payroll,  and  each  handler  mak¬ 
ing  payments  pursuant  to  §  1062.62(b) 
his  payroll  for  dairy  farmers  delivering 
Grade  A  milk,  which  shall  show  for  each 
producer  or  dairy  farmer: 

***** 

10.  Sections  1062.40  through  1062.46 
are  revoked  and  new  §§  1062.40  through 
1062.48  are  substituted  therefor  as 
follows: 

§  1062.40  Classification  of  all  skim  milk 
and  butterfat. 

All  skim  milk  and  butterfat  to  be  re¬ 
ported  by  a  handler  pursuant  to  §  1062.30 
shall  be  classified  each  month  in  accord¬ 
ance  with  §§  1062.41  through  1062.48.  If 
any  of  the  water  contained  in  the  milk 
from  which  a  product  is  made  is  removed 
before  the  product  is  utilized  or  disposed 
of  by  a  handler,  the  pounds  of  skim  milk 
in  such  product  that  are  to  be  considered 
under  this  part  as  used  or  disposed  of 
by  the  handler  shall  be  an  amount 
equivalent  to  the  nonfat  milk  solids  con¬ 
tained  in  such  product  plus  all  of  the 
water  originally  associated  with  such 
solids. 

§  1062.41  Class  I  milk. 

Except  as  provided  in  §§  1062.43, 
1062.45,  and  1062.48,  Class  I  milk  shall 
be  all  skim  milk  and  butterfat: 

(a)  Disposed  of  in  the  form  of  a  fluid 
milk  product; 

(b)  In  inventory  at  the  end  of  the 
month  of  packaged  fluid  milk  products; 
and 

(c)  Not  specifically  accounted  for  as 
Class  II  or  Class  III  milk. 

§  1062.42  Gass  II  milk. 

Except  as  provided  in  §§  1062.43, 
1062.45,  and  1062.48,  Class  n  milk  shall 
be  all  skim  milk  and  butterfat: 

(a)  Disposed  of  in  the  form  of  a  fluid 
cream  product; 

(b)  Used  to  produce: 
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(1)  Yogurt,  cottage  cheese,  creamed 
or  partially  creamed  cottage  cheese,  sour 
cream,  and  any  sour  mixture  of  cream 
and  milk  or  skim  milk  containing  9  per¬ 
cent  or  more  butterfat;  and 

(2)  Any  product  containing  6  percent 
or  more  nonmilk  fat  (or  oil)  that  re¬ 
sembles  any  product  specified  on  para¬ 
graphs  (a)  and  (b)(1)  of  this  section; 
and 

(c)  In  inventory  at  the  end  of  the 
month  of  packaged  fluid  cream  products. 

§  1062.43  Class  III  milk. 

Except  as  provided  in  §§  1062.45  and 
1062.48,  Class  m  milk  shall  be  all  skim 
milk  and  butterfat. 

(a)  Used  to  produce: 

(1)  Cheese  (other  than  cottage  cheese 
and  creamed  or  partially  creamed  cot¬ 
tage  cheese) ; 

(2)  Butter,  plastic  cream,  frozen 
cream,  and  anhydrous  milkfat; 

(3)  Any  milk  product  in  dry  form; 

(4)  Milk  shake  and  ice  milk  mixes  (or 
bases)  containing  20  percent  or  more 
total  solids,  frozen  desserts,  and  frozen 
dessert  mixes; 

(5)  Custards,  puddings,  and  pancake 
mixes; 

(6)  Formulas  especially  prepared  for 
Infant  feeding  or  dietary  use  that  are 
packaged  in  hermetically  sealed  glass  or 
all-metal  containers; 

(7)  Evaporated  or  condensed  milk  or 
skim  milk  in  plain  or  sweetened  form  that 
is  in  a  consumer-type  package,  and  any 
concentrated  milk  product  in  bulk,  fluid 
form; 

(8)  Any  product  containing  6  percent 
or  more  nonmilk  fat  (or  oil)  except  those 
products  specified  in  §  1062.42(b)  (2) ; 
and 

(9)  Any  product  that  is  not  a  fluid 
milk  product  and  that  is  not  specified  in 
subparagraphs  (1)  through  (8)  of  this 
paragraph  or  in  §  1062.42; 

(b)  In  bulk  fluid  milk  products  and 
bulk  fluid  cream  products  disposed  of 
to  any  commercial  food  processing  es¬ 
tablishment  (other  than  a  milk  or  filled 
milk  plant)  at  which  food  products 
(other  than  milk  products  and  filled 
milk)  are  processed  and  at  which  there 
is  no  disposition  of  fluid  milk  products 
other  than  those  received  in  consumer- 
type  packages ; 

(c)  In  inventory  at  the  end  of  the 
month  of  bulk  fluid  milk  products  and 
bulk  fluid  cream  products; 

(d)  In  fluid  milk  products  and  prod¬ 
ucts  specified  in  §  1062.42  that  are  dis¬ 
posed  of  by  a  handler  for  animal  feed; 

(e)  In  fluid  milk  products  and  prod¬ 
ucts  specified  in  §  1062.42  that  are 
dumped  by  a  handler  if  the  market  ad¬ 
ministrator  is  notified  of  such  dumping 
in  advance  and  is  given  the  opportunity 
to  verify  such  disposition; 

(f)  In  skim  milk  represented  by  the 
nonfat  milk  solids  added  to  a  fluid  milk 
product  that  is  in  excess  of  the  quantity 
of  such  skim  milk  included  within  the 
fluid  milk  product  definition  pursuant 
to  5  1062.16;  and 

( g )  In  shrinkage  that  is : 


(1)  Assigned  pursuant  to  §  1062.44(a) 
to  the  receipts  specified  in  §  1062.44(a) 

(2) ;  and 

(2)  Specified  in  §  1062.44  (b)  and  (c). 

§  1062.44  Shrinkage. 

For  purposes  of  classifying  all  skim 
milk  and  butterfat  to  be  reported  by  a 
handler  pursuant  to  §  1062.30,  the  mar¬ 
ket  administrator  shall  determine  the 
following: 

(a)  The  total  shrinkage  of  skim  milk 
and  butterfat,  respectively,  at  each  pool 
plant,  which  shall  be  assigned  pro  rata 
to: 

(1)  The  quantity  of  skim  milk  and 
butterfat,  respectively,  in  the  receipts 
specified  in  paragraph  (b)  (1)  through 
(6)  of  this  section  on  which  shrinkage 
is  allowed  pursuant  to  such  paragraph; 
and 

( 2 )  The  quantity  of  skim  milk  and  but¬ 

terfat,  respectively,  in  receipts  of  other 
source  milk  in  the  form  of  fluid  milk 
products,  excluding  any  such  receipts 
used  in  the  computations  pursuant  to 
paragraph  (b)  (5)  and  (6)  of  this 

section; 

(b)  The  quantity  of  skim  milk  and 
butterfat,  respectively,  that  was  assigned 
pursuant  to  paragraph  (a)  of  this  sec¬ 
tion  to  the  receipts  specified  in  sub- 
paragraph  (1)  of  such  paragraph  which 
is  not  in  excess  of : 

(1)  Two  percent  of  the  skim  milk  and 
butterfat,  respectively,  in  milk  physically 
received  at  such  plant  directly  from  pro¬ 
ducers  (excluding  that  received  by  diver¬ 
sion  from  another  pool  plant) ; 

(2)  Plus  1.5  percent  of  the  skim  milk 
and  butterfat,  respectively,  in  milk  re¬ 
ceived  from  a  cooperative  association 
acting  as  a  handler  pursuant  to  §  1062.8 

(d)  and  in  milk  diverted  to  such  plant 
from  another  pool  plant,  except  that  if 
the  plant  operator  receiving  such  milk 
purchases  the  milk  on  the  basis  of  farm 
weights,  the  applicable  percentage  shall 
be  2  percent; 

(3)  Plus  0.5  percent  of  the  skim  milk 
and  butterfat,  respectively,  in  producer 
milk  diverted  from  such  plant  by  the 
plant  operator  to  another  plant,  except 
that  if  the  operator  of  the  other  plant 
purchases  such  milk  on  the  basis  of  farm 
weights,  no  shrinkage  shall  be  allowed; 

(4)  Plus  1.5  percent  of  the  skim  milk 
and  butterfat,  respectively,  in  bulk  fluid 
milk  products  received  by  transfer  from 
other  pool  plants; 

(5)  Plus  1.5  percent  of  the  skim  milk 
and  butterfat,  respectively,  in  bulk  fluid 
milk  products  received  from  other  order 
plants,  excluding  the  quantity  for  which 
Class  II  or  Class  III  classification  is  re¬ 
quested  by  the  operators  of  both  plants; 

(6)  Plus  1.5  percent  of  the  skim  milk 
and  butterfat,  respectively,  in  bulk  fluid 
milk  products  received  from  unregulated 
supply  plants,  excluding  the  quantity  for 
which  Class  II  or  Class  m  classification 
is  requested  by  the  handler;  and 

(7)  Less  1.5  percent  of  the  skim  milk 
and  butterfat,  respectively,  in  bulk  fluid 
products  transferred  to  other  plants;  and 

(c)  The  quantity  of  skim  milk  and 
butterfat,  respectively,  in  shrinkage  of 


milk  from  producers  for  which  a  coopera¬ 
tive  association  is  the  handler  pursuant 
to  §  1062.8  (c)  or  (d),  but  not  to  exceed 
0.5  percent  of  the  skim  milk  and  butter¬ 
fat,  respectively,  in  such  milk.  If  the 
operator  of  the  plant  to  which  the  milk 
is  delivered  purchases  such  milk  on  the 
basis  of  farm  weights,  no  shrinkage  shall 
be  allowed. 

§  1062.45  Classification  of  transfers  and 
diversions. 

(a)  Transfers  and  diversions  to  pool 
plants.  Skim  milk  or  butterfat  trans¬ 
ferred  or  diverted  in  the  form  of  a  fluid 
milk  product  or  a  bulk  fluid  cream  prod¬ 
uct  from  a  pool  plant  to  the  pool  plant 
of  another  handler  (or  to  any  pool  plant 
if  allocations  pursuant  to  §  1062.47  are  on 
an  individual  plant  basis)  shall  be  classi¬ 
fied  as  Class  I  milk  unless  the  operators 
of  both  plants  request  the  same  classifi¬ 
cation  in  another  class.  The  classification 
of  such  transfers  or  diversions  shall  be 
subject  to  the  following  conditions: 

(1)  The  skim  milk  or  butterfat  classi¬ 
fied  in  each  class  shall  be  limited  to  the 
amount  of  skim  milk  and  butterfat, 
respectively,  remaining  in  such  class  at 
the  transferee  or  divertee  plant  after  the 
computations  pursuant  to  §  1062.47(a) 
(11)  and  the  corresponding  step  of 
§  1062.47(b) ; 

(2)  If  the  transferor  or  divertor  plant 
received  during  the  month  other  source 
milk  to  be  allocated  pursuant  to 
§  1062.47(a)  (6)  or  the  corresponding 
step  of  §  1062.47(b),  the  skim  milk  or 
butterfat  so  transferred  or  diverted  shall 
be  classified  so  as  to  allocate  the  least 
possible  Class  I  utilization  to  such  other 
source  milk;  and 

(3)  If  the  transferor  or  divertor  han¬ 
dler  received  dining  the  month  other 
source  milk  to  be  allocated  pursuant  to 
§  1062.47(a)  (10)  or  (11)  or  the  cor¬ 
responding  steps  of  5  1062.47(b),  the 
skim  milk  or  butterfat  so  transferred  or 
diverted,  up  to  the  total  of  the  skim  milk 
and  butterfat,  respectively,  in  such  re¬ 
ceipts  of  other  source  milk,  shall  not  be 
classified  as  Class  I  milk  to  a  greater 
extent  than  would  be  the  case  if  the 
other  source  milk  had  been  received  at 
the  transferee  or  divertee  plant. 

(b)  Transfers  and  diversions  to  other 
order  plants.  Skim  milk  or  butterfat 
transferred  or  diverted  in  the  form  of  a 
fluid  milk  product  or  a  bulk  fluid  cream 
product  from  a  pool  plant  to  an  other 
order  plant  shall  be  classified  in  the 
following  manner.  Such  classification 
shall  apply  only  to  the  skim  milk  or  but¬ 
terfat  that  is  in  excess  of  any  receipts 
at  the  pool  plant  from  the  other  order 
plant  of  skim  milk  and  butterfat,  re¬ 
spectively,  in  fluid  milk  products  and 
bulk  fluid  cream  products,  respectively, 
.that  are  in  the  same  category  as  de¬ 
scribed  in  subparagraph  (1),  (2),  or  (3) 
of  this  paragraph: 

(1)  If  transferred  as  packaged  fluid 
milk  products,  classification  shall  be  in 
the  classes  to  which  allocated  as  a  fluid 
milk  product  under  the  other  order; 

(2)  If  transferred  in  bulk  form,  clas¬ 
sification  shall  be  in  the  classes  to  which 
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allocated  under  the  other  order  (includ¬ 
ing  allocation  under  the  conditions  set 
forth  in  subparagraph  (3)  of  this 
paragraph) ; 

(3)  If  the  operators  of  both  plants  so 
request  in  their  reports  of  receipts  and 
utilization  filed  with  their  respective 
market  administrators,  transfers  or  di¬ 
versions  in  bulk  form  shall  be  classified 
as  Class  II  or  Class  III  milk  to  the  extent 
of  such  utilizations  available  for  such 
classification  pursuant  to  the  allocation 
provisions  of  the  other  order; 

(4)  If  information  concerning  the 
classes  to  which  such  transfers  or  diver¬ 
sions  were  allocated  under  the  other 
order  is  not  available  to  the  market  ad¬ 
ministrator  for  the  purpose  of  establish¬ 
ing  classification  under  this  paragraph, 
classification  shall  be  as  Class  I,  subject 
to  adjustment  when  such  information 
is  available; 

(5)  For  purposes  of  this  paragraph,  if 
the  other  order  provides  for  a  different 
number  of  classes  of  utilization  than  is 
provided  for  under  this  part,  skim  milk 
or  butterfat  allocated  to  a  class  consist¬ 
ing  primarily  of  fluid  milk  products  shall 
be  classified  as  Class  I  milk,  and  skim 
milk  or  butterfat  allocated  to  the  other 
classes  shall  be  classified  as  Class  III 
milk;  and 

(6)  If  the  form  in  which  any  fluid  milk 
product  that  is  transferred  to  an  other 
order  plant  is  not  defined  as  a  fluid  milk 
product  under  such  other  order,  classifi¬ 
cation  under  this  paragraph  shall  be  in 
accordance  with  '  the  provisions  of 
§§  1062.41  through  1062.43. 

(c)  Transfers  to  producer -handlers 
and  transfers  and  diversions  to  Govern¬ 
ment  agency  plants.  Skim  milk  or  butter¬ 
fat  in  the  following  forms  that  is  trans¬ 
ferred  from  a  pool  plant  to  a  producer- 
handler  under  this  or  any  other  Federal 
order  or  transferred  or  diverted  from  a 
pool  plant  to  a  plant  exempt  pursuant  to 
§  1062.60(b)  shall  be  classified: 

(1)  As  Class  I  milk,  if  so  moved  in  the 
form  of  a  fluid  milk  product;  and 

(2)  In  accordance  with  the  utiliza¬ 
tion  assigned  to  it,  if  transferred  in  the 
form  of  a  bulk  fluid  cream  product.  For 
this  purpose,  the  transferee’s  or  divert- 
ee’s  utilization  of  skim  milk  and  butter¬ 
fat  in  each  class,  in  series  beginning  with 
Class  III,  shall  be  assigned  to  the  extent 
possible  to  its  receipts  of  skim  milk  and 
butterfat,  respectively,  in  bulk  fluid 
cream  products,  pro  rata  to  each  source. 

(d)  Transfers  and  diversions  to  other 
nonpool  plants.  Skim  milk  or  butterfat 
transferred  or  diverted  in  the  form  of  a 
fluid  milk  product  or  a  bulk  fluid  cream 
product  from  a  pool  plant  to  a  nonpool 
plant  that  is  not  an  other  order  plant  or 
a  producer-handler  plant  shall  be  classi¬ 
fied  as  Class  I  milk,  subject  to  the  follow¬ 
ing  conditions : 

(1)  If  the  transferor  or  divertor  han¬ 
dler  so  requests  and  the  conditions  de¬ 
scribed  in  subdivisions  (i)  and  (ii)  of  this 
subparagraph  are  met,  transfers  or  di¬ 
versions  in  bulk  form  shall  be  classified 
on  the  basis  of  the  assignment  of  the 
nonpool  plant’s  utilization  to  its  receipts 
as  set  forth  in  subparagraphs  (2) 
through  (7)  of  this  paragraph: 


(1)  The  transferor  or  divertor  handler 
claims  such  classification  in  his  report  of 
receipts  and  utilization  filed  pursuant  to 
§  1062.30  for  the  month  within  which 
such  transaction  occurred;  and 

(ii)  The  nonpool  plant  operator  main¬ 
tains  books  and  records  showing  the  util¬ 
ization  of  all  skim  milk  and  butterfat 
received  at  such  plant  which  are  made 
available  for  verification  purposes  if  re¬ 
quested  by  the  market  administrator; 

(2)  Class  I  route  disposition  of  the 
nonpool  plant  in  the  marketing  area  of 
each  Federal  milk  order  and  transfers  of 
packaged  fluid  milk  products  from  such 
nonpool  plant  to  plants  fully  regulated 
under  such  order  shall  be  assigned  to  the 
extent  possible: 

(i)  First  to  receipts  of  packaged  fluid 
milk  products  at  such  nonpool  plant  from 
pool  plants;  and 

(ii)  Any  remaining  such  route  dispo¬ 
sition  and  transfers  from  the  nonpool 
plant  shall  be  assigned  pro  rata  to  any 
remaining  unassigned  receipts  of  pack¬ 
aged  fluid  milk  products  at  such  nonpool 
plant  from  other  order  plants; 

(3)  Class  I  disposition  from  the  non¬ 
pool  plant  of  packaged  fluid  milk  prod¬ 
ucts  other  than  that  described  in  sub- 
paragraph  (2)  of  this  paragraph  shall 
be  assigned  pro  rata  to  any  receipts  of 
packaged  fluid  milk  products  at  such 
nonpool  plant  from  pool  plants  and 
other  order  plants  that  remain  unas¬ 
signed  after  the  assignment  pursuant  to 
subparagraph  (2)  of  this  paragraph; 

(4)  Class  I  disposition  of  packaged 
fluid  milk  products  described  in  sub- 
paragraph  (2)  of  this  paragraph  that 
was  not  assigned  pursuant  to  such  sub- 
paragraph  and  transfers  of  bulk  fluid 
milk  products  from  the  nonpool  plant  to 
pool  plants  and  other  order  plants,  to 
the  extent  that  such  transfers  and  any 
remaining  transfers  of  packaged  fluid 
milk  products  to  each  such  pool  plant 
and  other  order  plant  exceed  receipts  of 
fluid  milk  products  from  such  plant  and 
that  such  excess  is  allocated  to  Class  I 
at  the  transferee  plant,  shall  be  assigned 
to  the  extent  possible : 

(i)  First  to  receipts  of  fluid  milk  prod¬ 
ucts  at  such  nonpool  plant  from  pool 
plants  that  remain  unassigned  after 
the  assignments  pursuant  to  subpara¬ 
graphs  (2)  and  (3)  of  this  paragraph; 
and 

(ii)  Any  remaining  such  Class  I  dis¬ 
position  and  transfers  from  the  nonpool 
plant  shall  be  assigned  pro  rata  to  any 
remaining  unassigned  receipts  of  fluid 
milk  products  at  such  nonpool  plant 
from  other  order  plants; 

(5)  Any  remaining  unassigned  Class 
I  utilization  at  the  nonpool  plant  shall 
be  assigned  to  the  extent  possible: 

(i)  First  to  such  nonpool  plant’s  re¬ 
ceipts  from  dairy  farmers  who  the  mar¬ 
ket  administrator  determines  constitute 
regular  sources  of  bottling  grade  milk 
for  such  non  pool  plant;  and 

(ii)  Any  remaining  unassigned  Class 
I  utilization  shall  be  assigned  to  the  non¬ 
pool  plant’s  receipts  of  bottling  grade 
milk  from  plants  not  fully  regulated 
under  any  Federal  milk  order; 


(6)  Any  remaining  unassigned  re¬ 
ceipts  of  fluid  milk  products  and  bulk 
fluid  cream  products  at  the  nonpool  plant 
from  pool  plants  and  other  order  plants 
shall  be  assigned  pro  rata  to  such  re¬ 
maining  unassigned  receipts  from  each 
source  in  sequence  to  any  Class  III  utili¬ 
zation,  then  any  Class  III  utilization, 
and  then  any  remaining  Class  I  utiliza¬ 
tion  at  the  nonpool  plant;  and 

( 7 )  In  determining  the  nonpool  plant's 
utilization  for  purposes  of  this  para¬ 
graph,  any  fluid  milk  products  and  bulk 
fluid  cream  products  transferred  from 
such  nonpool  plant  to  a  plant  not  fully 
regulated  under  any  Federal  milk  order 
shall  be  classified  on  the  basis  of  the 
second  plant’s  utilization  using  the  same 
assignment  priorities  at  the  second  plant 
that  are  set  forth  in  this  paragraph. 

§  1062.46  Classification  of  producer 

milk. 

Each  month  the  market  administrator 
shall  determine  the  classification  of  pro¬ 
ducer  milk  in  the  following  manner: 

(a)  Correct  for  mathematical  and 
other  obvious  errors  all  reports  filed  pur¬ 
suant  to  §  1062.30  and  compute  sepa¬ 
rately  for  each  pool  plant  and  for  each 
cooperative  association  with  respect  to 
milk  for  which  it  is  the  handler  pursuant 
to  §  1062.8  (c)  or  (d)  the  pounds  of  skim 
milk  and  butterfat,  respectively,  in  each 
class  in  accordance  with  §§  1062.40 
through  1062.45  and  §  1062.48.  For  pur¬ 
poses  of  this  paragraph  and  §  1062.47, 
fluid  cream  products  that  are  received 
from  another  plant  in  packaged  form 
and  disposed  of,  or  held  in  inventory,  in 
the  same  container  in  which  received 
shall  not  be  included  in  a  handler’s  re¬ 
ceipts,  inventory,  or  disposition  unless 
such  products  become  other  source  milk 
pursuant  to  §  1062.15  (b)  or  (c) ; 

<b)  For  each  handler  described  in 
§  1062.8(a),  allocate  in  accordance  with 
§  1062.47  such  handler’s  receipts  of  skim 
milk  and  butterfat  to  his  utilization  of 
skim  milk  and  butterfat  in  each  class, 
subject  to  the  following  conditions: 

(1)  If  the  handler  is  a  cooperative 
association,  such  receipts  and  utilization 
shall  not  include  any  milk  for  which  it 
is  the  handler  pursuant  to  §  1062.8  <c) 
or  (d) ;  and 

(2)  If  the  handler  operates  two  or 
more  pool  plants,  such  receipts  and  utili¬ 
zation  shall  be  for  all  of  his  pool  plants 
combined  unless  the  handler  requests  in 
his  reports  filed  pursuant  to  §  1062.30 
that  the  classification  of  producer  milk 
be  determined  separately  for  each  of  his 
pool  plants  and  he  has  no  skim  milk  or 
butterfat  that  would  be  allocated  under 
§  1062.47(a)  (10)  or  (11)  or  the  corre¬ 
sponding  steps  of  §  1062.47(b);  and 

(c)  The  quantity  of  producer  milk  in 
each  class  shall  be  the  following: 

(1)  For  each  cooperative  association 
with  respect  to  milk  for  which  it  is  the 
handler  pursuant  to  §  1062.8  (c)  or  <d), 
the  combined  pounds  of  skim  milk  and 
butterfat  in  each  class  that  were  deter¬ 
mined  pursuant  to  paragraph  (a)  of  this 
section:  and 

(2)  For  each  handler  described  in 
§  1062.8(a) ,  the  combined  pounds  of  skim 
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milk  and  butterfat  remaining  in  each 
class  after  the  computations  pursuant  to 
§  1062.47(a)  (13)  and  the  corresponding 
step  of  §  1062.47(b). 

§  1062.47  Allocation  of  receipts  to  utili¬ 
zation. 

For  the  purpose  of  §  1062.46,  a  han¬ 
dler’s  receipt  shall  be  allocated  to  his 
utilization  as  follows: 

(a)  Skim  milk  shall  be  allocated  in 
the  following  manner: 

(1)  Subtract  from  the  total  pounds  of 
skim  milk  in  Class  III  the  pounds  of  skim 
milk  classified  as  Class  III  milk  pursuant 
to  §  1062.43(g)(2); 

(2)  Subtract  from  the  total  pounds  of 
skim  milk  in  Class  I  the  pounds  of  skim 
milk  in  receipts  of  packaged  fluid  milk 
products  from  an  unregulated  supply 
plant  to  the  extent  that  an  equivalent 
amount  of  skim  milk  disposed  of  to  such 
plant  by  handlers  fully  regulated  under 
any  Federal  milk  order  is  classified  and 
priced  as  Class  I  milk  and  is  not  used  as 
an  offset  for  any  other  payment  obliga¬ 
tion  under  any  order; 

(3)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class  the  pounds 
of  skim  milk  in  fluid  milk  products  re¬ 
ceived  in  packaged  form  from  an  other 
order  plant,  except  that  to  be  subtracted 
pursuant  to  subparagraph  (6)  (vi)  of  this 
paragraph,  as  follows : 

(i)  From  Class  III  milk,  the  lesser 
of  the  pounds  remaining  or  2  percent 
of  such  receipts;  and 

(ii)  From  Class  I  milk,  the  remainder 
of  such  receipts; 

(4)  With  respect  to  a  plant  that  was 
fully  regulated  in  the  immediately  pre¬ 
ceding  month  under  any  Federal  milk 
order  providing  for  a  similar  allocation 
of  beginning  inventories  of  packaged 
fluid  milk  products : 

(i)  Subtract  from  the  remaining 
pounds  of  skim  milk  in  Class  I  the 
pounds  of  skim  milk  in  packaged 
fluid  milk  products  that  are  in  inventory 
at  the  beginning  of  the  month;  and 

(ii)  Subtract  from  the  pounds  of  skim 
milk  in  Class  II  the  pounds  of  skim  milk 
in  packaged  fluid  cream  products  that 
are  in  inventory  at  the  beginning  of  the 
month; 

(5)  Subtract  from  the  remaining 
pounds  of  skim  milk  in  Class  n  the 
pounds  of  skim  milk  in  other  source 
milk  (except  that  received  in  the  form  of 
a  fluid  milk  product  or  a  fluid  cream 
product)  that  is  added  to,  or  used  to 
produce,  any  product  specified  in 
§  1062.42; 

(6)  Subtract  in  the  order  specified  be¬ 
low  from  the  pounds  of  skim  milk  re¬ 
maining  in  each  class,  in  series  begin¬ 
ning  with  Class  m,  the  pounds  of  skim 
milk  in  each  of  the  following: 

(i)  Other  source  milk  (except  that  re¬ 
ceived  in  the  form  of  a  fluid  milk  pro¬ 
duct)  that  was  not  subtracted  pursuant 
to  subparagraph  (5)  of  this  paragraph; 

(ii)  Receipts  of  fluid  milk  products 
(except  filled  milk)  for  which  bottling 
grade  certification  1s  not  established; 

(iii)  Receipts  of  fluid  milk  products 
from  unidentified  sources; 
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(iv)  Receipts  of  fluid  milk  products 
from  a  producer-handler  as  defined 
under  this  or  any  other  Federal  milk 
order  or  from  a  plant  exempt  pursuant 
to  §  1062.60(b) ; 

(v)  Receipts  of  reconstituted  skim 
milk  in  filled  milk  from  an  unregulated 
supply  plant  that  were  not  subtracted 
pursuant  to  subparagraph  (2)  of  this 
paragraph;  and 

(vi)  Receipts  of  reconstituted  skim 
milk  in  filled  milk  from  an  other  order 
plant  that  is  regulated  under  any  Fed¬ 
eral  milk  order  providing  for  individual - 
handler  pooling,  to  the  extent  that  recon¬ 
stituted  skim  milk  is  allocated  to  Class  I 
at  the  transferor  plant; 

(7)  Subtract  in  the  order  specified 
below  from  the  pounds  of  skim  milk  re¬ 
maining  in  Class  II  and  Class  III,  in 
sequence  beginning  with  Class  III,  but 
not  in  excess  of  such  quantities,  the 
pounds  of  skim  in  each  of  the  following: 

(i)  Receipts  of  fluid  milk  products 
from  an  unregulated  supply  plant  that 
were  not  subtracted  pursuant  to  subpara¬ 
graphs  (2)  and  (6)  (v)  of  this  paragraph: 

(a)  For  which  the  handler  requests 
Class  II  or  Class  III  classification;  or 

(b)  Which  are  in  excess  of  the  pounds 
of  skim  milk  determined  by  multiplying 
the  pounds  of  skim  milk  remaining  in 
Class  I  by  1.25  and  subtracting  the  sum 
of  the  pounds  of  skim  milk  in  receipts  of 
producer  milk,  fluid  milk  products  from 
pool  plants  of  other  handlers  (or  any 
pool  plant  if  -■allocation  is  on  an  individ¬ 
ual  plant  basis),  and  bulk  fluid  milk 
products  from  other  order  plants  that 
were  not  subtracted  pursuant  to  subpara¬ 
graph  (6)  (vi)  of  this  paragraph;  and 

(ii)  Receipts  of  bulk  fluid  milk  prod¬ 
ucts  from  an  other  order  plant  that  are 
in  excess  of  bulk  fluid  milk  products 
transferred  or  diverted  to  such  plant  and 
that  were  not  subtracted  pursuant  to  sub- 
paragraph  (6)  (vi)  of  this  paragraph,  if 
Class  II  or  Class  III  classification  is  re¬ 
quested  by  the  operator  of  the  other 
order  plant  and  the  handler; 

(8)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class,  in  series 
beginning  with  Class  III,  the  pounds  of 
skim  milk  in  inventory  at  the  beginning 
of  the  month  of  fluid  milk  products  and 
fluid  cream  products  (and,  for  the  first 
month  that  this  subparagraph  is  effective 
Grade  A  sour  cream  and  Grade  A  sour 
mixtures)  that  were  not  subtracted  pur¬ 
suant  to  subparagraph  (4)  of  this  para¬ 
graph; 

(9)  Add  to  the  remaining  pounds  of 
skim  milk  in  Class  III  the  pounds  sub¬ 
tracted  pursuant  to  subparagraph  ( 1 )  of 
this  paragraph; 

(10)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class,  pro  rata 
to  such  quantities  In  Class  I  and  in  Class 
II  and  Class  III  combined,  with  the 
quantity  prorated  to  Class  II  and  Class  III 
combined  being  subtracted  first  from 
Class  III  and  then  from  Class  II,  the 
pounds  of  skim  milk  in  receipts  of  fluid 
milk  products  from  an  unregulated 
supply  plant  that  were  not  subtracted 
pursuant  to  subparagraphs  (2),  (6)(v), 
and  (7)  (i)  of  this  paragraph  and  that 
were  not  offset  by  transfers  of  fluid  milk 
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products  to  the  same  unregulated  supply 
plant  from  which  fluid  milk  products  to 
be  allocated  at  this  step  were  received; 

(11)  Subtract  in  the  order  specified 
below  from  the  pounds  of  skim  milk  re¬ 
maining  in  each  class  the  pounds  of  skim 
milk  in  receipts  of  bulk  fluid  milk  prod¬ 
ucts  from  an  other  order  plant  that  are 
in  excess  of  bulk  fluid  milk  products 
transferred  or  diverted  to  such  plant  and 
that  were  not  subtracted  pursuant  to  sub- 
paragraphs  (6)  (vi)  and  (7)  (ii)  of  this 
paragraph : 

(i)  From  each  class,  in  series  begin¬ 
ning  with  Class  III,  the  pounds  deter¬ 
mined  by  multiplying  the  pounds  of  such 
net  receipts  by  the  larger  of  the  per¬ 
centage  of  estimated  combined  Class  II 
and  Class  III  utilization  of  skim  milk 
announced  for  the  month  by  the  market 
administrator  pursuant  to  §  1062.22(1) 
or  the  percentage  that  the  combined 
Class  II  and  Class  III  utilization  remain¬ 
ing  is  of  the  total  remaining  utilization 
of  skim  milk  of  the  handler; 

(ii)  From  Class  I,  the  remainder  of 
such  receipts;  and 

(iii)  The  quantity  of  skim  milk,  if  any, 
subtracted  pursuant  to  subdivision  (ii) 
of  this  subparagraph  shall  be  assigned 
pro  rata  to  the  receipts  from  other  or¬ 
der  plants  under  market  pool  orders  and 
under  handler  pool  orders  which  were 
assigned  pursuant  to  subdivisions  (i)  and 
(ii)  of  this  subparagraph  (the  skim  milk 
subtracted  pursuant  to  subdivision  (i)  of 
this  subparagraph  shall  be  subject  to  the 
same  proration) ; 

( 12 )  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class  the  pounds 
of  skim  milk  in  fluid  milk  products  and 
bulk  fluid  cream  products  from  pool 
plants  of  other  handlers  (or  any  pool 
plant  if  allocation  is  on  an  individual 
plant  basis)  according  to  the  classi¬ 
fication  of  such  products  pursuant  to 
§  1062.45(a) ;  and 

(13)  If  the  total  pounds  of  skim  milk 
remaining  in  all  classes  exceed  the 
pounds  of  skim  milk  in  producer  milk, 
subtract  such  excess  from  the  pounds  of 
skim  milk  remaining  in  each  class  in 
series  beginning  with  Class  in.  Any 
amount  so  subtracted  shall  be  known  as 
“overage”;  and 

(b)  Butterfat  shall  be  allocated  in  ac¬ 
cordance  with  the  procedure  outlined  for 
skim  milk  in  paragraph  (a)  of  this 
section. 

§  1062.48  Responaibility  of  handlrrs 
and  rcclassifiration  of  milk. 

(a)  All  skim  milk  and  butterfat  shall 
be  classified  as  Class  I  milk  unless  the 
handler  who  first  receives  such  skim  milk 
or  butterfat  proves  to  the  market  admin¬ 
istrator  that  such  skim  milk  or  butterfat 
should  be  classified  otherwise. 

(b)  For  the  purposes  of  §§  1062.41 

through  1062.48,  §§  1062.50  through 

1062.54,  and  §§  1062.70  through  1062.72, 
milk  delivered  by  a  cooperative  associa¬ 
tion  in  its  capacity  as  a  handler  pursuant 
to  §  1062.8(d)  shall  be  classified  and  allo¬ 
cated  as  producer  milk  according  to  the 
use  or  disposition  by  the  receiving  han¬ 
dler  and  the  value  thereof  at  class  prices 
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shall  be  included  in  the  receiving  han¬ 
dler’s  net  pool  obligation  pursuant  to 
§  1062.70.  For  purposes  of  location  ad¬ 
justment  pursuant  to  §  1062.53  and 
administrative  expense  pursuant  to 
§  1062.88,  such  milk  shall  be  treated  as 
producer  milk  of  the  receiving  handler. 

(c)  If  verification  by  the  market 
administrator  discloses  that  the  original 
classification  of  skim  milk  or  butterfat 
was  incorrect,  such  skim  milk  or  butter- 
fat  shall  be  reclassified. 

11.  Section  1062.51  is  revised  as 
follows: 

§  1062.51  Class  prices. 

Subject  to  the  provisions  of  §§  1062.52 
and  1062.53,  the  class  prices  per  hun¬ 
dredweight  for  the  month  shall  be  as 
follows: 

(a)  Class  I  price.  The  Class  I  price  at 
plants  located  in  Zone  I  shall  be  the  basic 
formula  price  for  the  preceeding  month 
plus  $1.40,  plus  20  cents. 

<b)  Class  11  price.  The  Class  II  price 
shall  be  the  basic  formula  price  for  the 
month  plus  20  cents. 

(c)  Class  III  price.  The  Class  III  price 
shall  be  the  basic  formula  price  for  the 
month. 

12.  Section  1062.52  is  revised  as  fol¬ 
lows: 

§  1062.52  Butterfat  differential. 

For  milk  containing  more  or  less  than 
3.5  percent  butterfat,  the  class  prices 
specified  in  §  1062.51  and  the  uniform 
price  specified  in  §  1062.71  shall  be  in¬ 
creased  or  decreased,  respectively,  for 
each  one-tenth  percent  butterfat  varia¬ 
tion  from -3.5  percent  by  an  amount, 
rounded  to  the  nearest  one-tenth  cent, 
that  is  equal  to  the  Chicago  butter  price 
for  the  month  multiplied  by  0.115. 

13.  Section  1062.53  is  revised  as 
follows: 

§  1062.53  Location  adjustments  to  han¬ 
dlers. 

(a)  For  milk  received  at  a  pool  plant 
from  producers  or  from  cooperative  as¬ 
sociations  acting  as  a  handler  pursuant 
to  §  1062.8(d)  which  is  classified  as  Class 
I  milk  and  eligible  pursuant  to  para¬ 
graph  (b)  or  (c)  of  this  section  for  loca¬ 
tion  adjustment,  the  Class  I  price  at  such 
pool  plant,  if  located: 

(1)  In  Zone  I  of  the  marketing  area, 
shall  be  the  price  specified  in  §  1062.51 
(a)  except  as  provided  in  subparagraph 
(4)  of  this  section; 

(2)  In  Zone  II  of  the  marketing  area, 
shall  be  the  Zone  I  price  plus  a  location 
adjustment  of  15  cents; 

(3)  In  Zone  in  of  the  marketing  area, 
shall  be  the  Zone  I  price  plus  a  location 
adjustment  of  17  cents; 

(4)  In  Zone  A  (the  Missouri  counties 
of  Barry,  Christian,  Douglas,  Greene, 
Howell,  Laclede,  Lawrence,  Ozark,  Stone, 
Taney,  Webster,  Wright,  and  Texas) ,  for 
any  plant  which  does  not  dispose  of  fluid 
milk  products  in  consumer-type  pack¬ 
ages  and  which  is  qualified  as  a  pool  plant 
pursuant  to  §  1062.12  (b)  or  (c)  or  a 
supply  plant  which  qualifies  pursuant  to 
§  1062.12(d),  shall  be  the  price  specified 
in  §  1062.51(a)  less  27  cents; 


(5)  Outside  the  marketing  area  and 
Texas  County,  Missouri,  and  more  than 
30  miles  from  the  city  hall,  St.  Louis, 
Mo.,  or  the  city  hall  in  Springfield,  Mo., 
whichever  is  nearer,  shall  be  the  Class  I 
price  applicable  in  Zone  I,  less  a  location 
adjustment  of  1.5  cents  for  each  10  miles 
or  fraction  thereof  that  such  plant  is  lo¬ 
cated  from  the  city  hall,  St.  Louis,  Mo., 
or  the  city  hall  in  Springfield,  Mo., 
whichever  is  nearer;  and 

(6)  In  determining  location  adjust¬ 
ments,  mileage  shall  be  based  on  the 
shortest  hard-surfaced  highway  dis¬ 
tance  as  determined  by  the  market 
administrator. 

(b)  If  skim  milk  and  buttrfat  are 
allocated  on  an  individual  plant  basis 
pursuant  to  §  1062.47,  the  quantity  of 
milk  received  at  the  plant  that  shall  be 
subject  to  location  adjustment  shall  be 
determined  as  follows.  In  applying  the 
following  rules,  diversions  to  pool  plants 
located  more  than  120  miles  from  the 
city  hall  in  either  Springfield  or  St. 
Louis,  Mo.,  as  determined  pursuant  to 
§  1062.14(c)  (4) ,  shall  be  treated  the 
same  as  receipts  from  producers  at  the 
divertee  plant  and  shall  be  excluded 
from  receipts  at  the  divertor  plant,  and 
diversions  to  pool  plants  located  within 
120  miles  of  the  city  hall  in  either  Spring- 
field  or  St.  Louis,  Mo.,  as  determined 
pursuant  to  5  1062.14(c)(5),  shall  be 
treated  the  same  as  a  transfer  from  the 
divertor  plant  to  the  plant  to  which 
diverted: 

(1)  From  the  total  pounds  of  Class  I 
skim  milk  and  butterfat,  respectively, 
at  such  plant  subtract  any  beginning 
inventory  and  other  source  milk  allo¬ 
cated  to  Class  I  pursuant  to  §  1062.47 
(a)  and  (b)  and  any  Class  I  transfers 
to  other  pool  plants; 

(2)  The  amount  of  Class  I  transfers 
from  such  plant  to  other  pool  plants 
that  is  eligible  for  a  location  adjustment 
shall  be  determined  at  the  transferee 
plant  as  follows: 

(i)  From  the  total  pounds  of  Class  I 
skim  milk  and  butterfat,  respectively, 
at  such  transferee  plant  (excluding  Class 
I  transfers  to  other  pool  plants  that  are 
not  eligible  for  location  adjustment  as 
determined  at  such  other  pool  plants) 
subtract  any  beginning  inventory  and 
other  source  milk  allocated  to  Class  I 
pursuant  to  5  1062.47  (a)  and  (b); 

(ii)  From  the  remaining  pounds  of 
Class  I  skim  milk  and  butterfat,  respec¬ 
tively,  subtract  95  percent  of  the  skim 
milk  and  butterfat,  respectively,  in  re¬ 
ceipts  at  such  transferee  plant  from 
producers  and  cooperative  associations 
acting  as  a  handler  pursuant  to  §  1062.8 
(d); 

(iii)  Assign  the  remaining  amount  of 
Class  I  skim  milk  and  butterfat  to  fluid 
milk  products  received  by  transfer  from 
other  pool  plants  in  sequence  beginning 
with  receipts  from  the  plant  having  the 
highest  Class  I  price;  and 

(iv)  The  amount  of  Class  I  transfers 
eligible  for  location  adjustment  at  each 
transferor  plant  shall  be  the  quantity 
assigned  pursuant  to  subdivision  (iii) 
of  this  subparagraph  or  the  quantity  of 
Class  I  skim  milk  and  butterfat  trans¬ 


ferred  from  such  plant  to  the  transferee 
plant,  whichever  is  less;  and 

(3)  The  sum  of  the  quantities  deter¬ 
mined  pursuant  to  subparagraphs  (1) 
and  (2)  (iv)  of  this  paragraph,  or  the 
total  pounds  of  milk  received  at  the  plant 
from  producers  and  cooperative  associa¬ 
tions  acting  as  a  handler  pursuant  to 
§  1062.8(d),  whichever  is  less,  shall  be 
the  total  quantity  of  milk  eligible  for 
location  adjustment  at  such  plant. 

(c)  If  skim  milk  and  butterfat  are 
allocated  on  a  system  basis  pursaunt  to 
§  1062.47,  the  quantity  of  milk  received 
at  each  plant  from  producers  and  coop¬ 
erative  associations  acting  as  a  handler 
pursuant  to  §  1062.8(d)  that  shall  be  sub¬ 
ject  to  any  location  adjustment  appli¬ 
cable  at  such  plant  shall  be  determined 
as  follows: 

(1)  Assign  to  the  skim  milk  and 
butterfat,  respectively,  in  the  combined 
Class  II  and  Class  III  utilization  at  each 
plant  of  the  handler  (excluding  any  such 
utilization  at  each  plant  based  on  trans¬ 
fers  to  other  pool  plants  of  the  handler) 
any  beginning  inventory  and  other  source 
milk  receipts  at  such  plant  of  the  respec¬ 
tive  category  allocated  to  such  combined 
class  uses  pursuant  to  each  subparagraph 
of  §  1062.47(a)  and  the  corresponding 
step  of  §  1062.47(b) .  If  the  same  category 
of  other  source  milk  to  be  assigned  to  the 
combined  Class  II  and  Class  III  utiliza¬ 
tion  was  received  at  two  or  more  plants 
of  the  handler,  such  other  source  milk 
shall  be  assigned  first  to  the  combined 
Class  II  and  Class  III  utilization  at  the 
plant  where  the  lowest  Class  I  price 
applies  and  then  in  sequence  to  such 
utilization  at  plants  having  the  next 
higher  Class  I  prices  (excluding  in  each 
case  utilization  based  on  transfers  to  his 
other  pool  plants).  To  the  extent  that 
combined  Class  II  and  Class  III  utiliza¬ 
tion  of  beginning  inventory  and  other 
source  milk  remains  unassigned,  such 
remainder  shall  be  assigned  first  to  the 
remaining  combined  Class  II  and  Class 
III  utilization  at  the  plant  where  the 
lowest  Class  I  price  applies  and  then  in 
sequence  to  such  utilization  at  plants 
having  the  next  higher  Class  I  prices; 

(2)  From  the  total  pounds  of  Class  I 
skim  milk  and  butterfat  respectively,  at 
each  plant  of  the  handler  (excluding 
transfers  to  his  other  pool  plants  and 
Class  I  transfers  to  pool  plants  of  other 
handlers)  subtract  the  pounds  of  skim 
milk  and  butterfat  in  the  respective  cate¬ 
gory  of  other  source  milk  received  and 
beginning  inventory  at  such  plant  which 
exceed  the  quantities  assigned  to  Class  II 
and  Class  III  utilization  at  such  plant 
pursuant  to  subparagraph  (1)  of  this 
paragraph; 

(3)  The  amount  of  transfers  from 
each  plant  to  other  pool  plants  of  the 
handler  operating  such  plant  and  Class  I 
transfers  to  pool  plants  of  other  han¬ 
dlers  that  are  eligible  for  a  location  ad¬ 
justment  shall  be  determined  at  the 
transferee  plant  as  follows: 

(i)  To  the  pounds  of  Class  I  skim  milk 
and  butterfat,  respectively,  remaining  at 
the  transferee  plant  after  the  computa¬ 
tion  pursuant  to  subparagraph  (2)  of 
this  paragraph  add  any  Class  I  transfers 
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from  such  plant  to  other  pool  plants  that 
are  eligible  for  location  adjustment  as 
determined  at  the  plants  to  which  such 
transfers  were  made,  and  then  subtract 
95  percent  of  the  skim  milk  and  butter- 
fat,  respectively,  in  receipts  at  such 
transferee  plant  from  producers  and  co¬ 
operative  associations  acting  as  a  han¬ 
dler  pursuant  to  §  1062.8(d) ; 

(ii)  Assign  the  remaining  amount  of 
Class  I  skim  milk  and  butterfat  to  fluid 
milk  products  received  by  transfer  from 
other  pool  plants  in  sequence  beginning 
with  receipts  from  the  plant  having  the 
highest  Class  I  price;  and 

(iii)  The  amount  of  Class  I  transfers 
eligible  for  location  adjustment  at  each 
transferor  plant  shall  be  the  quantity 
assigned  pursuant  to  subdivision  (ii)  of 
this  subparagraph  or  the  quantity  of 
Class  I  skim  milk  and  butterfat  trans¬ 
ferred  from  such  plant  to  the  transferee 
plant,  whichever  is  less;  and 

(4)  The  sum  of  the  quantities  deter¬ 
mined  pursuant  to  subparagraphs  (2) 
and  (3)  (iii)  of  this  paragraph,  or  the 
total  pounds  of  milk  received  at  the  plant 
from  producers  and  cooperative  associ¬ 
ations  acting  as  a  handler  pursuant  to 
§  1062.8(d),  whichever  is  less,  shall  be 
the  total  quantity  of  milk  eligible  for  lo¬ 
cation  adjustment  at  such  plant. 

(d)  The  Class  I  price  applicable  to 
other  source  milk  shall  be  adjusted  at  the 
rates  set  forth  in  paragraph  (a)  of  this 
section,  except  that  the  adjusted  Class  I 
price  shall  not  be  less  than  the  Class  III 
price. 

14.  Section  1062.60  is  revised  as  fol¬ 
lows: 

§  1062.60  Exemptions. 

(a)  Producer-handler.  Sections  1062.- 
40  through  1062.48,  1062.50  through 
1062.54,  1062.61,  1062.62,  1062.70  through 
1062.72,  1062.80,  and  1062.82  through 
1062.89  shall  not  apply  to  a  producer- 
handler;  and 

(b)  Governmental  agency.  None  of  the 
provisions  of  this  part  except  §§  1062.- 
13,  1062.45(c),  and  1062.47(a)  (6)  (iv) 
and  the  corresponding  step  of  §  1062.47 
(b)  shall  apply  to  a  plant  operated  by  a 
governmental  agency. 

15.  In  §  1062.61(e),  subparagraph  (2) 
is  revised  as  follows; 

§  1062.61  Plants  subject  to  oilier  Fed¬ 
eral  orders. 

***** 

(e)  *  *  * 

(2)  Compute  the  value  of  the  recon¬ 
stituted  skim  milk  assigned  in  subpara¬ 
graph  (1)  of  this  paragraph  to  route  dis¬ 
position  in  this  marketing  area  by  mul¬ 
tiplying  the  quantity  of  such  skim  milk 
by  the  difference  between  the  Class  I 
price  under  this  part  that  is  applicable 
at  the  location  of  the  other  order  plant 
(but  not  to  be  less  than  the  Class  III 
price)  and  the  Class  III  price. 

16.  Section  1062.62  is  revised  as  fol¬ 
lows: 

§  1062.62  Obligation  of  handler  oper¬ 
ating  a  partially  regulated  distribut¬ 
ing  plant. 

Each  handler  who  operates  a  partially 
regulated  distributing  plant  shall  pay  on 


or  before  the  25th  day  after  the  end  of 
the  month  to  the  market  administrator 
for  the  producer-settlement  fund  the 
amount  computed  pursuant  to  paragraph 
(a)  of  this  section.  If  the  handler  sub¬ 
mits  pursuant  to  §§  1062.30(b)  and 
1062.31  the  information  necessary  for 
making  the  computations,  such  handler 
may  elect  to  pay  in  lieu  of  such  payment 
the  amount  computed  pursuant  to  para¬ 
graph  (b)  of  this  section: 

(a)  The  payment  under  this  para¬ 
graph  shall  be  the  amount  resulting 
from  the  following  computations: 

(1)  Determine  the  pounds  of  skim 
milk  and  butterfat,  respectively,  in  the 
partially  regulated  distributing  plant’s 
route  disposition  in  the  marketing  area; 

(2)  Subtract  the  pounds  of  skim  milk 
and  butterfat,  respectively,  received  at 
the  partially  regulated  distributing 
plant: 

(i)  As  Class  I  milk  from  pool  plants 
and  other  order  plants,  except  that  sub¬ 
tracted  under  a  similar  provision  of  an¬ 
other  Federal  milk  order;  and 

(ii)  From  another  nonpool  plant  that 
is  not  an  other  order  plant  to  the  extent 
that  an  equivalent  amount  of  skim  milk 
or  butterfat  disposed  of  to  such  nonpool 
plant  by  handlers  fully  regulated  under 
any  Federal  milk  order  is  classified  and 
priced  as  Class  I  milk  and  is  not  used  as 
an  offset  for  any  other  payment  obliga¬ 
tion  under  any  order; 

(3)  Subtract  the  pounds  of  reconsti¬ 
tuted  skim  milk  in  the  partially  regulated 
distributing  plant’s  route  disposition  in 
the  marketing  area; 

(4)  Combine  the  remaining  pounds  of 
skim  milk  and  butterfat  and  multiply 
the  total  by  the  difference  between  the 
Class  I  price  and  the  weighted  average 
price,  both  prices  to  be  applicable  at  the 
location  of  the  partially  regulated  dis¬ 
tributing  plant  (but  not  to  be  less  than 
the  Class  III  price) ;  and 

(5)  Add  the  amount  obtained  from 
multiplying  the  pounds  of  reconstituted 
skim  milk  specified  in  subparagraph  (3) 
of  this  paragraph  by  the  difference  be¬ 
tween  the  Class  I  price  applicable  at  the 
location  of  the  partially  regulated  dis¬ 
tributing  plant  (but  not  to  be  less  than 
the  Class  III  price)  and  the  Class  III 
price. 

(b)  The  payment  under  this  paragraph 
shall  be  the  amount  resulting  from  the 
following  computations : 

(1)  Determine  the  obligation  that 
would  have  been  computed  pursuant  to 
§  1062.70  for  the  partially  regulated  dis¬ 
tributing  plant  if  the  plant  had  been  a 
pool  plant,  subject  to  the  following 
modifications: 

(i)  Fluid  milk  products  and  bulk  fluid 
cream  products  received  at  the  partially 
regulated  distributing  plant  from  a  pool 
plant  or  an  other  order  plant  shall  be 
allocated  at  the  partially  regulated  dis¬ 
tributing  plant  to  the  same  class  in  which 
such  products  were  classified  at  the  fully 
regulated  plant; 

(ii)  Fluid  milk  products  and  bulk 
fluid  cream  products  transferred  from 
the  partially  regulated  distributing  plant 
to  a  pool  plant  or  an  other  order  plant 
shall  be  classified  at  the  partially  regu¬ 


lated  distributing  plant  in  the  class  to 
which  allocated  at  the  fully  regulated 
plant.  Such  transfers  shall  be  allocated 
to  the  extent  possible  to  those  receipts 
at  the  partially  regulated  distributing 
plant  from  pool  plants  and  other  order 
plants  that  are  classified  in  the  corre¬ 
sponding  class  pursuant  to  subdivision  (i) 
of  this  subparagraph.  Any  such  transfers 
remaining  after  the  above  allocation 
which  are  classified  in  Class  I  and  on 
which  an  obligation  is  computed  for  the 
handler  operating  the  partially  regulated 
distributing  plant  pursuant  to  §  1062.70 
shall  be  priced  at  the  uniform  price  (or 
at  the  weighted  average  price  if  such  is 
provided)  of  the  respective  order  regu¬ 
lating  the  handling  of  milk  at  the  trans¬ 
feree  plant,  with  such  uniform  price  ad¬ 
justed  to  the  location  of  the  nonpool 
plant  (but  not  to  be  less  than  the  lowest 
class  price  of  the  respective  order),  ex¬ 
cept  that  transfers  of  reconstituted  skim 
milk  in  filled  milk  shall  be  priced  at  the 
lowest  class  price  of  the  respective  order; 
and 

(iii)  If  the  operator  of  the  partially 
regulated  distributing  plant  so  requests, 
in  lieu  of  the  obligation  pursuant  to 
§  1062.70(f)  and  the  credit  specified  in 
§  1062. 84<b>  (2),  the  obligation  for  such' 
handler  shall  include  a  similar  obliga¬ 
tion  for  each  nonpool  plant  that  is  not  an 
other  order  plant  which  serves  as  a  sup¬ 
ply  plant  for  such  partially  regulated  dis¬ 
tributing  plant  by  making  shipments  to 
the  partially  regulated  distributing  plant 
during  the  month  equivalent  to  the  re¬ 
quirements  of  §  1062.12(b),  subject  to 
the  following  conditions: 

(a)  The  operator  of  the  partially  reg¬ 
ulated  distributing  plant  submits  with 
his  reports  filed  pursuant  to  §§  1062.30 
(b)  and  1062.31  similar  reports  for  each 
such  nonpool  supply  plant; 

(b)  The  operator  of  such  nonpool  sup¬ 
ply  plant  maintains  books  and  records 
showing  the  utilization  of  all  skim  milk 
and  butterfat  received  at  such  plant 
which  are  made  available  if  requested 
by  the  market  administrator  for  verifi¬ 
cation  purposes;  and 

(c)  The  obligation  for  such  nonpool 
supply  plant  shall  be  determined  in  the 
same  manner  prescribed  for  computing 
the  obligation  of  such  partially  regulated 
distributing  plant;  and 

(2)  From  the  obligation  computed 
pursuant  to  subparagraph  (1)  of  this 
paragraph,  subtract: 

(i)  The  gross  payments  by  the  oper¬ 
ator  of  such  partially  regulated  distribut¬ 
ing  plant  for  bottling  grade  milk  received 
at  the  plant  during  the  month  from  dairy 
farmers; 

(ii)  If  subparagraph  ( 1 )  ( iii )  of  this 
paragraph  applies,  the  gross  payments 
by  the  operator  of  such  nonpool  supply 
plant  for  bottling  grade  milk  received  at 
the  plant  during  the  month  from  dairy 
farmers;  and 

(iii)  The  payments  by  the  operator  of 
the  partially  regulated  distributing  plant 
to  the  producer-settlement  fund  of 
another  order  under  which  such  plant  is 
also  a  partially  regulated  distributing 
plant  and  like  payments  by  the  operator 
of  the  nonpool  supply  plant  if  subpara- 
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graph  (l)(iii)  of  this  paragraph  applies. 

17.  Section  1062.70  is  revised  as 
follows: 

§  1062.70  Computation  of  the  net  pool 
obligation  of  each  handler. 

The  monthly  net  pool  obligation  of 
each  handler  described  in  §  1062.8  (a), 

(c)  and  (d)  shall  be  determined  for  such 
handler,  or  for  each  pool  plant  of  such 
handler  if  the  allocations  pursuant  to 
§  1062.47  are  on  an  individual  plant  basis 
and  the  handler  requests  separate  state¬ 
ments.  Such  obligation  shall  be  a  sum  of 
money  computed  by  the  market  adminis¬ 
trator  as  follows: 

(a)  Multiply  the  pounds  of  producer 
milk  in  each  class  determined  pursuant 
to  §  1062.46  by  the  applicable  class  price 
and  add  the  resulting  amounts: 

<b)  Add  the  amounts  obtained  from 
multiplying  the  pounds  of  overage  sub¬ 
tracted  from  each  class  pursuant  to 
§  1062.47(a)  (13)  and  the  corresponding 
step  of  §  1062.47(b)  by  the  respective 
class  price  applicable  at  the  location  of 
the  pool  plant; 

(c)  Add  the  amount  obtained  from 
multiplying  the  difference  between  the 
Class  m  price  for  the  preceding  month 
and  the  Class  I  price  applicable  at  the 
location  of  the  pool  plant  or  the  Class  n 
price,  as  the  case  may  be,  for  the  current 
month  by  the  hundredweight  of  skim 
milk  and  butterfat  subtracted  from  Class 
I  and  Class  II  pursuant  to  §  1062.47(a) 
(8)  and  the  corresponding  step  of 
§  1062.47(b) ; 

(d)  Add  the  amount  obtained  from 

multiplying  the  difference  between  the 
Class  I  price  applicable  at  the  location 
of  the  pool  plant  and  the  Class  III  price 
by  the  hundredweight  of  skim  milk  and 
butterfat  subtracted  from  Class  I  pur¬ 
suant  to  §  1062.47(a)  (6)  (i)  through 

(iv)  and  the  corresponding  step  of 
§  1062.47(b),  excluding  receipts  of  bulk 
fluid  cream  products  from  an  other  order 
plant; 

(e)  Add  the  amount  obtained  from 
multiplying  the  difference  between  the 
Class  I  price  applicable  at  the  location  of 
the  transferor  plant  and  the  Class  III 
price  by  the  hundredweight  of  skim  milk 
and  butterfat  subtracted  from  Class  I 
pursuant  to  §  1062.47(a)(6)  (v)  and  (vi) 
and  the  corresponding  step  of 
§  1062.47(b) ; 

(f)  Add  the  amount  obtained  from 
multiplying  the  Class  I  price  applicable 
at  the  location  of  the  nearest  nonpool 
plants  from  which  an  equivalent  volume 
was  received  by  the  pounds  of  skim  milk 
and  butterfat  subtracted  from  Class  I 
pursuant  to  §  1062.47(a)  (10)  and  the 
corresponding  step  of  §  1062.47(b),  ex¬ 
cluding  such  skim  milk  and  butterfat  in 
receipts  of  bulk  fluid  milk  products  from 
an  unregulated  supply  plant  to  the  ex¬ 
tent  that  an  equivalent  amount  of  skim 
milk  or  butterfat  disposed  of  to  such 
plant  by  handlers  fully  regulated  under 
any  Federal  milk  order  is  classified  and 
priced  as  Class  I  milk  and  is  not  used 
as  an  offset  for  any  other  payment 
obligation  under  any  order;  and 

(g)  Add  the  amount  obtained  from 
Multiplying  the  hundredweight  of  skim 


milk  and  butterfat  in  receipts  of  fluid 
milk  products  from  a  handler  pool  other 
order  plant  subtracted  from  each  class 
pursuant  to  §  1062.47(a)  (11)  (iii)  and 
the  corresponding  step  of  |  1062.47(b) 
by  the  applicable  class  price  pursuant  to 
this  part  adjusted  for  location  of  the 
plant  from  which  received. 

18.  In  §  1062.71,  paragraphs  (c)  and 
(e)  (2)  are  revised  as  follows: 

§  1062.71  Computation  of  uniform 
prices. 

(c)  Subtract,  if  the  average  butterfat 
content  of  the  milk  specified  in  para¬ 
graph  (e)  of  this  section  is  more  than  3.5 
percent,  or  add,  if  such  butterfat  content 
is  less  than  3.5  percent,  the  amount  ob¬ 
tained  by  multiplying  the  amount  by 
which  the  average  butterfat  content  of 
such  milk  varies  from  3.5  percent  by  the 
butterfat  differential  specified  in 
§  1062.52,  and  multiply  the  result  by  the 
total  hundredweight  of  such  milk; 

»  *  *  *  • 

(e)  *  *  * 

(2)  The  total  hundredweight  for 
which  a  value  is  computed  pursuant  to 
§  1062.70  (f)  and  (g); 

***** 

19.  In  §  1062.80,  paragraphs  (a)  and 
(b)  (2)  are  revised  as  follows: 

§  1062.80  Time  and  method  of  payment. 
***** 

(a)  On  or  before  the  17th  day  after 
the  end  of  the  month  during  which  the 
milk  was  received,  to  each  producer  for 
whom  payment  is  not  made  pursuant  to 
paragraph  (c)  of  this  section,  at  not  less 
than  the  applicable  uniform  price  com¬ 
puted  pursuant  to  §  1062.71  for  such 
producer’s  deliveries  of  milk,  adjusted 
pursuant  to  §§  1062.52  and  1062.82,  re¬ 
spectively,  and  less  the  amount  of  the 
payment  made  pursuant  to  paragraph 
<b)  of  this  section.  If  by  such  date  such 
handler  has  not  received  full  payment 
pursuant  to  §  1062.85,  he  may  reduce  his 
total  payments  uniformly  to  all  producers 
by  not  more  than  the  amount  of  the 
reduction  in  payment  by  the  market 
administrator.  He  shall,  however,  com¬ 
plete  such  payments  pursuant  to  this 
paragraph  not  later  than  the  date  for 
making  such  payments  next  following  re¬ 
ceipt  of  the  balance  from  the  market 
administrator. 

(b)  *  »  * 

(2)  Who  is  still  delivering  Grade  A  milk 
to  such  handler,  a  partial  payment  with 
respect  to  milk  received  from  him  during 
the  first  15  days  of  such  month  com¬ 
puted  at  not  less  than  the  Class  III 
price  for  3.5  percent  milk  for  the  preced¬ 
ing  month,  without  deduction  for 
hauling; 

***** 

§  1062.81  [Revoked] 

20.  Section  1062.81  is  revoked. 

21.  Section  1062.82  is  revised  as 
follows: 

§  1062.82  Location  differentials  to  pro¬ 
ducers  and  on  nonpool  milk. 

(a)  For  producer  milk  received  at  pool 
plants  located  outside  Zone  I  and  more 


than  30  miles  from  the  city  hall  in  St. 
Louis,  Mo.,  or  the  city  hall  in  Springfield, 
Mo.,  whichever  is  nearer,  there  shall  be 
added  or  deducted,  as  the  case  may  be, 
an  adjustment  for  each  such  plant  for 
all  milk  at  the  rates  specified  in 
§  1062.53(a)  (2),  (3),  and  (5);  and 

(b)  The  weighted  average  price  appli¬ 
cable  to  other  source  milk  shall  be  ad¬ 
justed  at  the  rates  set  forth  in  §  1062.53 
(a)  (2),  (3),  and  (5),  except  that  the 
adjusted  weighted  average  price  shall 
note  be  less  than  the  Class  III  price. 

22.  In  §  1062.84(b),  subparagraph  (2) 
is  revised  as  follows: 

§  1062.84  Payments  to  the  producer- 
settlement  fund. 

*  *  *  *  -  * 

(b)  *  *  * 

(2)  The  value  at  the  weighted  average 
price  applicable  at  the  location  of  the 
plants  from  which  received  of  other 
source  milk  for  which  a  value  is  com¬ 
puted  pursuant  to  §  1062.70  (f)  and  (g ) , 
plus  in  the  case  of  milk  received  from  a 
handler  pool  market  the  amount  of  the 
location  differential  at  the  location  of 
the  plant  from  which  received  applied  to 
the  quantity  of  Class  II  and  Class  III 
milk  reported  pursuant  to  §  1062.22 (m) 
which  is  in  excess  of  the  Class  II  and 
Class  III  milk  pursuant  to  §  1062.70(g) 
except  that  for  milk  received  from  a  han¬ 
dler  pool  market  the  value  applicable 
pursuant  to  this  subparagraph  shall  not 
exceed  the  value  for  such  quantity  calcu¬ 
lated  pursuant  to  §  1062.70(g). 

23.  Section  1062.88  is  revised  as  fol¬ 
lows: 

§  1062.88  Expense  of  administration. 

As  his  pro  rata  share  of  the  expense 
of  administering  the  order,  each  handler 
shall  pay  to  the  market  administrator 
on  or  before  the  15th  day  after  the  end 
of  the  month  2.5  cents  per  hundred¬ 
weight,  or  such  lesser  amount  as  the 
Secretary  may  prescribe,  with  respect 
to: 

(a)  His  producer  milk  (including  such 
handler’s  own  production  and  milk  re¬ 
ceived  from  a  cooperative  association 
acting  as  a  handler  pursuant  to  §  1062.8 

(d)) ; 

(b)  Other  source  milk  allocated  to 
Class  I  pursuant  to  §  1062.47(a)  (6)  and 
(10)  and  the  corresponding  steps  of 
§  1062.47(b),  except  such  other  source 
milk  on  which  no  handler  obligation  ap¬ 
plies  pursuant  to  §  1062.70(f) ;  and 

(c)  Class  I  milk  disposed  of  on  a  route 
in  the  marketing  area  from  a  partially 
regulated  distributing  plant  that  exceeds 
the  skim  milk  and  butterfat  subtracted 
pursuant  to  §  1062.62(a)  (2) . 


FART  1099— MILK  IN  THE  PADUCAH, 
KY.,  MARKETING  AREA 

1.  In  §  1099.8,  paragraph  (b)  is  re¬ 
vised  as  follows: 

§  1099.8  Pool  plant. 

***** 

(b)  A  distributing  plant  or  supply 
plant  from  which  the  volume  of  milk 
and  skim  milk  shipped  to  pool  plants 
qualified  pursuant  to  paragraph  (a)  of 
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this  section,  or  disposed  of  as  Class  I 
milk,  except  filled  milk,  on  route  distri¬ 
bution  is  equal  to  not  less  than  50  per¬ 
cent  of  the  receipts  of  milk  from  dairy 
farmers  producing  milk  under  a  Grade  A 
dairy  farm  permit  or  rating  issued  by 
a  duly  constituted  health  authority  (in¬ 
cluding  milk  of  such  dairy  farmers  di¬ 
verted  by  the  plant  operator) ,  from  co¬ 
operative  associations  in  their  capacity 
as  handlers  pursuant  to  §  1099.10(e)  and 
fluid  milk  products,  except  filled  milk, 
received  from  other  plants:  Provided, 
That  if  a  supply  plant  ships  to  pool  plants 
qualified  pursuant  to  paragraph  (a)  of 
this  section  milk  and  skim  milk  equal 
to  at  least  75  percent  of  its  receipts  of 
milk  from  such  dairy  farmers  and  co¬ 
operative  associations  in  their  capacity 
as  handlers  pursuant  to  §  1099.10(e)  in 
October  and  November  and  35  percent 
of  such  milk  in  three  additional  months 
during  the  period  from  August  through 
January,  such  plant  shall,  upon  written 
application  to  the  market  administrator 
on  or  before  the  end  of  such  period,  be 
designated  as  a  pool  plant  until  the  end 
of  any  month  during  the  succeeding  Au¬ 
gust  through  January  period  in  which  the 
milk  of  such  plant  is  disposed  of  in  such 
a  way  that  it  becomes  impossible  for  the 
plant  to  reestablish  its  qualification  un¬ 
der  the  terms  of  this  proviso:  And  pro¬ 
vided  further.  That  in  the  case  of  a  sup¬ 
ply  plant  operated  by  a  cooperative  as¬ 
sociation  which  supplies  to  other  pool 
plants  at  least  two-thirds  of  the  producer 
milk  of  its  producer  members  (including 
both  the  milk  delivered  directly  from  the 
farms  of  member  producers  and  that  de¬ 
livered  from  the  plant  of  the  associa¬ 
tion)  delivered  to  all  plants  during  the 
current  month  or  during  the  immediately 
preceding  12-month  period,  the  milk 
which  such  association  causes  to  be  de¬ 
livered  to  the  pool  plants  of  other  han¬ 
dlers  in  its  capacity  as  a  handler  pur¬ 
suant  to  §  1099.10(e),  shall  be  consid¬ 
ered  as  having  been  received  first  at  the 
plant  of  such  cooperative  association  for 
the  purpose  of  qualifying  such  plant  as 
a  pool  plant  pursuant  to  this  paragraph. 

2.  In  §  1099.13,  paragraph  (b)  is  re¬ 
vised  as  follows: 

§  1099.13  Producer  milk. 

***** 

(b)  Received  by  a  cooperative  associa¬ 
tion  as  a  handler  pursuant  to  §  1099.10 
(e)  but  which  is  not  delivered  to  a  pool 
plant  of  another  handler  and  which  con¬ 
stitutes  shrinkage  pursuant  to  §  1099.44 
(c)  or  as  Class  I  shrinkage; 

***** 

3.  Section  1099.14  is  revised  as  follows: 
§  1099.14  Other  source  milk. 

“Other  source  milk”  means  all  skim 
milk  and  butterfat  contained  in  or  rep¬ 
resented  by: 

(a)  Fluid  milk  products  and  bulk  fluid 
cream  products  from  any  source  other 
than  producers,  cooperative  associations 
acting  as  a  handler  pursuant  to  §  1099.10 
(e),  pool  plants,  and  inventory  at  the 
beginning  of  the  month; 

(b)  Products  (other  than  fluid  milk 
products,  bulk  fluid  cream  products,  and 


cottage  cheese)  from  any  source  (in¬ 
cluding  those  products  produced  at  the 
plant)  which  are  reprocessed,  converted 
into,  or  combined  with  another  product 
in  the  plant  during  the  month;  and 

(c)  Any  disappearance  of  any  product 
(other  than  a  fluid  milk  product  or  a 
bulk  fluid  cream  product)  that  is  in  a 
form  in  which  it  may  be  converted  into  a 
Class  I  product  and  which  is  not  other¬ 
wise  accounted  for  under  the  order. 

4.  Section  1099.15  is  revised  as  follows: 

§  1099.15  Fluid  milk  product. 

(a)  Except  as  provided  in  paragraph 

(b)  of  this  section,  “fluid  milk  product” 
means: 

(1)  Any  of  the  following  products  in 
fluid  or  frozen  form,  including  such  prod¬ 
ucts  that  are  flavored,  cultured,  modified 
with  added  nonfat  milk  solids,  concen¬ 
trated  (if  in  a  consumer-type  package), 
or  reconstituted:  Milk,  skim  milk,  low 
fat  milk,  milk  drinks,  eggnog,  buttermilk, 
filled  milk,  and  milk  shake  and  ice  milk 
mixes  containing  less  than  20  percent 
total  solids;  and 

(2)  Any  milk  product  in  fluid  or  frozen 
form  that  is  ,not  specified  in  subpara¬ 
graph  (1)  of  this  paragraph  or  in 
§  1099.42  or  §  1099.43(a)  (1)  through  (8), 
if  it  contains  by  weight  at  least  80  per¬ 
cent  water  and  6.5  percent  nonfat  milk 
solids  and  less  than  9  percent  butterfat 
and  20  percent  total  solids. 

(b)  The  term  “fluid  milk  product”  shall 
not  include: 

(1)  Evaporated  or  condensed  milk  or 
skim  milk  in  plain  or  sweetened  form, 
formulas  especially  prepared  for  infant 
feeding  or  dietary  use  that  are  packaged 
in  hermetically  sealed  glass  or  all-metal 
containers,  and  any  product  that  con¬ 
tains  by  weight  less  than  6.5  percent  non¬ 
fat  milk  solids;  and 

(2)  The  quantity  of  skim  milk  in  any 
modified  product  specified  in  paragraph 
(a)  of  this  section  that  is  in  excess  of 
the  quantity  of  skim  milk  in  an  equal 
volume  of  an  unmodified  product  of  the 
same  nature  and  butterfat  content. 

5.  A  new  §  1099.19a  is  added  as  fol¬ 
lows: 

§  1099.19a  Fluid  cream  product. 

“Fluid  cream  product”  means  cream 
or  a  mixture  of  cream  and  milk  or  skim 
milk  containing  9  percent  or  more 
butterfat. 

6.  In  §  1099.22,  paragraphs  (k),  (1), 

(m),  and  (n)  are  revised  as  follows: 

§  1099.22  Duties. 

***** 

(k)  Publicly  announce,  by  posting  in 
his  office  and  by  other  means  he  deems 
appropriate,  on  or  before: 

(l)  The  fifth  day  of  each  month,  the 
Class  I  price  for  the  current  month  pur¬ 
suant  to  |  1099.51(a) ; 

(2)  The  fifth  day  of  each  month,  the 
Class  II  and  Class  III  prices  pursuant 
to  §  1099.51  (b)  and  (c)  and  the  butter¬ 
fat  differential  pursuant  to  §  1099.52, 
all  for  the  preceding  month;  and 

(3)  The  10th  day  after  the  end  of  each 
month,  the  uniform  price  pursuant  to 
§  1099.71; 


(l)  Whenever  required  for  the  purpose 
of  allocating  receipts  from  other  order 
plants  pursuant  to  §  1099.47(a)  (11)  and 
the  corresponding  step  of  §  1049.47(b), 
estimate  and  publicly  announce  the 
utilization  (to  the  nearest  whole  per¬ 
centage)  in  each  class  during  the  month 
of  skim  milk  and  butterfat,  respectively, 
in  producer  milk  of  all  handlers.  Such 
estimate  shall  be  based  upon  the  most 
current  available  data  and  shall  be  final 
for  such  pux-pose; 

(m)  Report  to  the  market  adminis¬ 
trator  of  the  other  order,  as  soon  as  pos¬ 
sible  after  the  report  of  receipts  and 
utilization  for  the  month  is  received 
from  a  handler  who  has  received  fluid 
milk  products  or  bulk  fluid  cream  prod¬ 
ucts  from  an  other  order  plant,  the  class 
to  which  such  receipts  are  allocated  pur¬ 
suant  to  §  1099.47  pursuant  to  such  re¬ 
port,  and,  thereafter,  any  change  in  such 
allocation  required  to  correct  errors  dis¬ 
closed  in  verification  of  such  report;  and 

(n)  Furnish  to  each  handler  operat¬ 
ing  a  pool  plant  who  has  shipped  fluid 
milk  products  or  bulk  fluid  cream  prod¬ 
ucts  to  an  other  order  plant  the  class  to 
which  such  shipments  were  allocated  by 
the  market  administrator  of  the  other 
order  on  the  basis  of  the  report  of  the 
receiving  handler,  and,  as  necessary,  any 
change  in  such  allocation  arising  from 
the  verification  of  such  report. 

7.  In  §  1099.30(a),  subparagraphs  (1), 

(4),  and  (7)  are  revised  as  follows: 

§  1099.30  Reports  of  receipts  and  utili- 
zation. 

***** 

(a)  *  *  * 

(1)  The  quantities  of  skim  milk  and 
butterfat  contained  in  all  receipts  at 
each  of  his  distributing  and  supply 
plants  of : 

(i)  Producer  milk,  showing  separately 
that  from  cooperative  associations  pur¬ 
suant  to  §  1099.10(e) ; 

(ii)  Fluid  milk  products  and  bulk 
fluid  cream  products  received  from  other 
pool  plants;  and 

(iii)  Other  source  milk; 
***** 

(4)  Inventories  at  the  beginning  and 
the  end  of  the  month  of  the  following 
products,  showing  separately  such  inven¬ 
tories  in  bulk  form  and  in  packaged 
form: 

(i)  Fluid  milk  products;  and 

(ii)  Fluid  cream  products  except  those 
received  in  packaged  form  from  another 
plant; 

***** 

(7)  Each  handler  with  respect  to  fluid 
milk  products  and  produtcs  specified  in 
§  1099.42  that  are  disposed  of  for  animal 
feed  or  dumped  shall  report  to  the  market 
administrator  such  information  and  at 
such  time  as  the  market  administrator 
may  require. 

***** 

8.  In  §  1099.31(c),  the  introductory 
text  is  revised  as  follows : 

§  1099.31  Payroll  reports. 

***** 

(c)  On  or  before  the  25th  day  after 
the  end  of  the  month  each  handler  oper- 
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ating  a  partially  regulated  distributing 
plant,  except  one  who  elects  at  the  time 
of  reporting  pursuant  to  §  1099.30  to 
make  payments  pursuant  to  S  1099.62(a) , 
shall  report  his  payments  to  dairy 
farmers  qualified  to  be  producers  as  if 
such  plant  were  a  pool  plant,  showing 
for  each  such  dairy  farmer: 

***** 

9.  Sections  1099.40  through  1099.46 
are  revoked  and  new  §§  1099.40  through 
1099.48  are  substituted  therefor  as 
follows: 

§  1099.40  Classification  of  all  skim  milk 
and  bntterfat. 

All  skim  milk  and  butterfat  to  be  re¬ 
ported  by  a  handler  pursuant  to  §  1099.30 
shall  be  classified  each  month  in  ac¬ 
cordance  with  §§  1099.41  through  1099.48. 
If  any  of  the  water  contained  in  the  milk 
from  which  a  product  is  made  is  re¬ 
moved  before  the  product  is  utilized  or 
disposed  of  by  a  handler,  the  pounds  of 
skim  milk  in  such  product  that  are  to  be 
considered  under  this  part  as  used  or  dis¬ 
posed  of  by  the  handler  shall  be  an 
amount  equivalent  to  the  nonfat  milk 
solids  contained  in  such  product  plus  all 
of  the  water  originally  associated  with 
such  solids. 

§1099.41  Class  I  milk. 

Except  as  provided  in  §§  1099.43, 1099.- 
45,  and  1099.48,  Class  I  milk  shall  be  all 
skim  milk  and  butterfat: 

(a)  Disposed  of  in  the  form  of  a  fluid 
milk  product: 

(b)  In  inventory  at  the  end  of  the 
month  of  packaged  fluid  milk  products; 
and 

(c)  Not  specifically  accounted  for  as 
Class  n  or  Class  III  milk. 

§  1 099.42  Class  II  milk. 

Except  as  provided  in  §§  1099.43, 1099.- 
45,  and  1099.48,  Class  n  milk  shall  be  all 
skim  milk  and  butterfat: 

(a)  Disposed  of  in  the  form  of  a  fluid 
cream  product: 

(b)  Used  to  produce: 

(1)  Yogurt,  cottage  cheese,  creamed 
or  partially  creamed  cottage  cheese, 
sour  cream,  and  any  sour  mixture  of 
cream  and  milk  or  skim  milk  containing 
9  percent  or  more  butterfat:  and 

(2)  Any  product  containing  6  percent 
or  more  nonmilk  fat  (or  oil)  that  re¬ 
sembles  any  product  specified  in  para¬ 
graphs  (a)  and  (b)(1)  of  this  section; 
and 

(c)  In  inventory  at  the  end  of  the 
month  of  packaged  fluid  cream  products. 

§  1099.43  Class  III  milk. 

Except  as  provided  in  8§  1099.45  and 
1099.48,  Class  in  milk  shall  be  all  skim 
milk  and  butterfat: 

(a)  Used  to  produce: 

(1)  Cheese  (other  than  cottage  cheese 
and  creamed  or  partially  creamed  cottage 
cheese) ; 

(2)  Butter,  plastic  cream,  frozen 
cream,  and  anhydrous  milkfat; 

(3)  Any  milk  product  in  dry  form; 

(4)  Milk  shake  and  ice  milk  mixes  (or 
bases)  containing  20  percent  or  more 
total  solids,  frozen  desserts,  and  frozen 
dessert  mixes; 


(5)  Custards,  puddings,  and  pancake 
mixes; 

(6)  Formulas  especially  prepared  for 
infant  feeding  or  dietary  use  that  are 
packaged  in  hermetically  sealed  glass  or 
all-metal  containers; 

(7)  Evaporated  or  condensed  milk  or 
skim  milk  in  plain  or  sweetened  form 
that  is  in  a  consumer-type  package,  and 
any  concentrated  milk  product  in  bulk, 
fluid  form; 

(8)  Any  product  containing  6  percent 
or  more  nonmilk  fat  (or  oil)  except  those 
products  specified  in  §  1099.42(b)  (2) ; 
and 

(9)  Any  product  that  is  not  a  fluid 
milk  product  and  that  is  not  specified 
in  subparagraphs  (1)  through  (8)  of  this 
paragraph  or  in  §  1099.42; 

(b)  In  bulk  fluid  milk  products  and 
bulk  fluid  cream  products  disposed  of  to 
any  commercial  food  processing  estab¬ 
lishment  (other  than  a  milk  or  filled  milk 
plant)  at  which  food  products  (other 
than  milk  products  and  filled  milk)  are 
processed  and  at  which  there  is  no  dis¬ 
position  of  fluid  milk  products  other 
than  those  received  in  consumer-type 
packages ; 

(c)  In  inventory  at  the  end  of  the 
month  of  bulk  fluid  milk  products  and 
bulk  fluid  cream  products; 

(d)  In  fluid  milk  products  and  prod¬ 
ucts  specified  in  §  1099.42  that  are  dis¬ 
posed  of  by  a  handler  for  animal  feed; 

(e)  In  fluid  milk  products  and  prod¬ 
ucts  specified  in  §  1099.42  that  are 
dumped  by  a  handler  if  the  market  ad¬ 
ministrator  is  notified  of  such  dumping 
in  advance  and  is  given  opportunity  to 
verify  such  dispositions; 

(f)  In  skim  milk  represented  by  the 
nonfat  milk  solids  added  to  a  fluid  milk 
product  that  is  in  excess  of  the  quantity 
of  such  skim  milk  included  within  the 
fluid  milk  product  definition  pursuant  to 
§  1099.15;  and 

(g)  In  shrinkage  that  is : 

(1)  Assigned  pursuant  to  §  1099.44(a) 
to  the  receipts  specified  in  §  1099.44 

(а)  (2) ;  and 

(2)  Specified  in  §  1099.44  (b)  and  (c). 
§  1099.44  Shrinkage. 

For  purposes  of  classifying  all  skim 
milk  and  butterfat  to  be  reported  by  a 
handler  pursuant  to  §  1099.30,  the  mar¬ 
ket  administrator  shall  determine  the 
following: 

(a)  The  total  shrinkage  of  skim  milk 
and  butterfat,  respectively,  at  each  pool 
plant,  which  shall  be  assigned  pro  rata 
to: 

(1)  The  quantity  of  skim  milk  and 
butterfat,  respectively,  in  the  receipts 
specified  in  paragraph  (b)  (1)  through 

(б)  of  this  section  on  which  shrinkage 
is  allowed  pursuant  to  such  paragraph; 
and 

(2)  The  quantity  of  skim  milk  and 
butterfat,  respectively,  in  other  source 
milk  received  in  the  form  of  bulk  fluid 
milk  products,  excluding  any  such  re¬ 
ceipts  used  in  the  computations  pursuant 
to  paragraph  (b)  (5)  and  (6)  of  this 
section; 

(b)  The  quantity  of  skim  milk  and 
butterfat,  respectively,  that  was  assigned 


pursuant  to  paragraph  (a)  of  this  sec¬ 
tion  to  the  receipts  specified  in  subpara¬ 
graph  (1)  of  such  paragraph  which  is 
not  in  excess  of: 

(1)  Two  percent  of  the  skim  milk  and 
butterfat,  respectively,  in  milk  physically 
received  at  such  plant  directly  from  pro¬ 
ducers; 

(2)  Plus  1.5  percent  of  the  skim  milk 
and  butterfat,  respectively,  in  milk  re¬ 
ceived  from  a  cooperative  association 
acting  as  a  handler  pursuant  to 
5  1099.10(e),  except  that  if  the  plant 
operator  receiving  such  milk  purchases 
the  milk  on  the  basis  of  farm  weights, 
the  applicable  percentage  shall  be  2  per¬ 
cent; 

(3)  Plus  0.5  percent  of  the  skim  milk 
and  butterfat,  respectively,  in  producer 
milk  diverted  from  such  plant  by  the 
plant  operator  to  another  plant,  except 
that  if  the  operator  of  the  other  plant 
purchases  such  milk  on  the  basis  of 
farm  weights,  no  shrinkage  shall  be  al¬ 
lowed; 

(4)  Plus  1.5  percent  of  the  skim  milk 
and  butterfat,  respectively  in  bulk  fluid 
milk  products  received  by  transfer  from 
other  pool  plants; 

(5)  Plus  1.5  percent  of  the  skim  milk 
and  butterfat,  respectively,  in  bulk  fluid 
milk  products  received  from  other  order 
plants,  excluding  the  quantity  for  which 
Class  II  or  Class  III  classification  is  re¬ 
quested  by  the  operators  of  both  plants; 

(6)  Plus  1.5  percent  of  the  skim  milk 
and  butterfat,  respectively,  in  bulk  fluid 
milk  products  received  from  unregulated 
supply  plants,  excluding  the  quantity 
for  which  Class  II  or  Class  HI  classifica¬ 
tion  is  requested  by  the  handler;  and 

(7)  Less  1.5  percent  of  the  skim  milk 
and  butterfat,  respectively,  in  bulk  fluid 
milk  products  transferred  to  other 
plants;  and 

(c)  The  quantity  of  skim  milk  and 
butterfat,  respectively,  in  shrinkage  of 
milk  from  producers  for  which  a  cooper¬ 
ative  association  is  the  handler  pursuant 
to  §  1099.10  (d)  or  (e)  but  not  to  exceed 
0.5  percent  of  the  skim  milk  and  butter¬ 
fat,  respectively,  in  such  milk.  If  the  op¬ 
erator  of  the  plant  to  which  the  milk  is 
delivered  purchases  such  milk  on  the 
basis  of  farm  weights,  no  shrinkage  shall 
be  allowed. 

§  1099.4S  Classification  of  transfers  and 
diversions. 

(a)  Transfers  to  pool  plants.  Skim 
milk  or  butterfat  transferred  in  the  form 
of  a  fluid  milk  product  or  a  bulk  fluid 
cream  product  from  a  pool  plant  to  the 
pool  plant  of  another  handler  (or  to  any 
pool  plant  if  allocations  pursuant  to 
§  1099.47  are  on  an  individual  plant 
basis)  shall  be  classified  as  Class  I  milk 
unless  the  operators  of  both  plants  re¬ 
quest  the  same  classification  in  another 
class.  The  classification  of  such  trans¬ 
fers  shall  be  subject  to  the  following 
conditions: 

(1)  The  skim  milk  or  butterfat  clas¬ 
sified  in  each  class  shall  be  limited  to 
the  amount  of  skim  milk  and  butterfat, 
respectively,  remaining  in  such  class  at 
the  transferee  plant  after  the  computa¬ 
tions  pursuant  to  §  1099.47(a)  (11)  and 
the  corresponding  step  of  5  1099.47  (b) ; 
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(2)  If  the  transferor  plant  received 
during  the  month  other  source  milk  to 
be  allocated  pursuant  to  §  1099.47(a)  (6) 
or  the  corresponding  step  of  §  1099.47(b) 
the  skim  milk  or  butterfat  so  transferred 
shall  be  classified  so  as  to  allocate  the 
least  possible  Class  I  utilization  to  such 

I  other  source  milk;  and 

(3)  If  the  transferor  handler  received 
during  the  month  other  source  milk  to  be 
■  allocated  pursuant  to  §  1099.74(a)  (10) 
or  (11)  or  the  corresponding  steps  of 
§  1099.47(b),  the  skim  milk  or  butterfat 
so  transferred,  up  to  the  total  of  the 
skim  milk  and  butterfat,  respectively,  in 
such  receipts  of  other  source  milk,  shall 
not  be  classified  as  Class  I  milk  to  a 
greater  extent  than  would  be  the  case  if 
the  other  source  milk  had  been  received 
at  the  transferee  plant. 

1(b)  Transfers  to  other  order  plants. 
Skim  milk  or  butterfat  transferred  in  the 
form  of  a  fluid  milk  product  or  a  bulk 
fluid  cream  product  from  a  pool  plant  to 
an  other  order  plant  shall  be  classified  in 
the  following  manner.  Such  classification 
shall  apply  only  to  the  skim  milk  or  but¬ 
terfat  that  is  in  excess  of  any  receipts  at 
the  pool  plant  from  the  other  order  plant 
of  skim  milk  and  butterfat,  respectively, 
in  fluid  milk  products  and  bulk  fluid 
cream  products,  respectively  that  are  in 
the  same  category  as  described  in  sub- 
paragraph  (1),  (2),  or  (3)  of  this 
paragraph; 

(1)  If  transferred  as  packaged  fluid 
milk  products,  classification  shall  be  in 
the  classes  to  which  allocated  as  a  fluid 
milk  product  under  the  other  order; 

(2)  If  transferred  in  bulk  form,  classi- 

Ification  shall  be  in  the  classes  to  which 
allocated  under  the  other  order  (includ- 
B  ing  allocation  under  the  conditions  set 

I  forth  in  subparagraph  (3)  of  this 
paragraph) ; 

(3)  If  the  operators  of  both  plants  so 
request  in  their  reports  of  receipts  and 
utilization  filed  with  their  respective 
market  administrators,  transfers  in  bulk 
form  shall  be  classified  as  Class  II  or 
Class  III  milk  to  the  extent  of  such 
utilizations  available  for  such  classi¬ 
fication  pursuant  to  the  allocation  pro¬ 
visions  of  the  other  order; 

(4)  If  information  concerning  the 
classes  to  which  such  transfers  were 
allocated  under  the  other  order  is  not 
available  to  the  market  administrator  for 
the  purpose  of  establishing  classification 
under  this  paragraph,  classification  shall 
be  as  Class  I,  subject  to  adjustment  when 
such  information  is  available; 

(5)  For  purposes  of  this  paragraph, 
if  the  other  order  provides  for  a  differ¬ 
ent  number  of  classes  of  utilization  than 
is  provided  for  under  this  part,  skim  milk 
or  butterfat  allocated  to  a  class  consist¬ 
ing  primarily  of  fluid  milk  products  shall 
be  classified  as  Class  I  milk,  and  skim 
fluid  milk  product  under  such  other 
classes  shall  be  classified  as  Class  III 

I  milk;  and 

(6)  If  the  form  in  which  any  fluid 
milk  product  that  is  transferred  to  an 
'other  order  plant  is  not  defined  as  a 
fluid  milk  product  under  such  other 
order,  classification  under  this  para¬ 
graph  shall  be  in  accordance  with  the 


provisions  of  §§  1099.41  through  1099.43. 

(c)  Transfers  to  producer -handlers. 
Skim  milk  or  butterfat  transferred  in  the 
following  forms  from  a  pool  plant  to  a 
producer-handler  under  this  or  any  other 
Federal  order  shall  be  classified: 

(1)  As  Class  I  milk,  if  transferred  in 
the  form  of  a  fluid  milk  product;  and 

(2)  In  accordance  with  the  utiliza¬ 
tion  assigned  to  it,  if  transferred  in  the 
form  of  a  bulk  fluid  cream  product.  For 
.this  purpose,  the  producer-handler’s 
utilization  of  skim  milk  and  butterfat  in 
each  class,  in  series  beginning  with  Class 
III,  shall  be  assigned  to  the  extent  possi¬ 
ble  to  his  receipts  of  skim  milk  and  but¬ 
terfat,  respectively,  in  bulk  fluid  cream 
products,  pro  rata  to  each  source. 

(d)  Transfers  and  diversions  to  other 
nonpool  plants.  Skim  milk  or  butterfat 
trasnferred  or  diverted  in  the  form  of  a 
fluid  milk  product  or  a  bulk  fluid  cream 
product  from  a  pool  plant  to  a  nonpool 
plant  that  is  not  an  other  order  plant  or 
a  producer-handler  plant  shall  be  clas¬ 
sified  as  Class  I  milk,  subject  to  the 
following  conditions: 

(1)  If  the  transferor  or  divertor 
handler  so  requests  and  the  conditions 
described  in  subdivisions  (i)  and  (ii)  of 
this  subparagraph  are  met,  transfers  or 
diversions  in  bulk  form  shall  be  classified 
on  the  basis  of  the  assignment  of  the  non¬ 
pool  plant’s  utilization  to  its  receipts  as 
set  forth  in  subparagraphs  (2)  through 

(7)  of  this  paragraph: 

(1)  The  transferor  or  divertor  handler 
claims  such  classification  in  his  report 
of  receipts  and  utilization  filed  pursuant 
to  §  1099.30  for  the  month  within  which 
such  transaction  occurred;  and 

(ii)  The  nonpool  plant  operator  main¬ 
tains  books  and  records  showing  the 
utilization  of  all  skim  milk  and  butter¬ 
fat  received  at  such  plant  which  are  made 
available  for  verification  purposes  if  re¬ 
quested  by  the  market  administrator; 

(2)  Class  I  route  disposition  of  the 
nonpool  plant  in  the  marketing  area  of 
each  Federal  milk  order  and  transfers 
of  packaged  fluid  milk  products  from 
such  nonpool  plant  to  plants  fully  regu¬ 
lated  under  such  order  shall  be  assigned 
to  the  extent  possible: 

(i)  First  to  receipts  of  packaged  fluid 
milk  products  at  such  nonpool  plant  from 
pool  plants;  and 

(ii)  Any  remaining  such  route  disposi¬ 
tion  and  transfers  from  the  nonpool  plant 
shall  be  assigned  pro  rata  to  any  remain¬ 
ing  unassigned  receipts  of  packaged  fluid 
milk  products  at  such  nonpool  plant  from 
other  order  plants; 

(3)  Class  I  disposition  from  the  non¬ 
pool  plant  of  packaged  fluid  milk  prod¬ 
ucts  other  than  that  described  in  sub- 
paragraph  (2)  of  this  paragraph  shall  be 
assigned  pro  rata  to  any  receipts  of 
packaged  fluid  milk  products  at  such 
nonpool  plant  from  pool  plants  and  other 
order  plants  that  remain  unassigned 
after  the  assignment  pursuant  to  sub- 
paragraph  (2)  of  this  paragraph; 

(4)  Class  I  disposition  of  packaged 
fluid  milk  products  described  in  subpara¬ 
graph  (2)  of  this  paragraph  that  was  not 
assigned  pursuant  to  such  subparagraph 
and  transfers  of  bulk  fluid  milk  products 


from  the  nonpool  plant  to  pool  plants 
and  other  order  plants,  to  the  extent  that 
such  transfers  and  any  remaining  trans¬ 
fers  of  packaged  fluid  milk  products  to 
each  such  pool  plant  and  other  order 
plant  exceed  receipts  of  fluid  milk  prod¬ 
ucts  from  such  plant  and  that  such  ex¬ 
cess  is  allocated  to  Class  I  at  the  trans¬ 
feree  plant,  shall  be  assigned  to  the 
extent  possible: 

(i)  First  to  receipts  of  fluid  milk  prod¬ 
ucts  at  such  nonpool  plant  from  pool 
plants  that  remain  unassigned  after  the 
assignments  pursuant  to  subparagraphs 
(2)  and  (3)  of  this  paragraph;  and 

(ii)  Any  remaining  such  Class  I  dis¬ 
position  and  transfers  from  the  nonpool 
plant  shall  be  assigned  pro  rata  to  any 
remaining  unassigned  receipts  of  fluid 
milk  products  at  such  nonpool  plant  from 
other  order  plants; 

(5)  Any  remaining  unassigned  Class 
I  utilization  at  the  nonpool  plant  shall 
be  assigned  to  the  extent  possible: 

(i)  First  to  such  nonpool  plant’s  re¬ 
ceipts  from  dairy  farmers  who  the  mar¬ 
ket  administrator  determines  constitute 
regular  sources  of  bottling  grade  milk 
for  such  nonpool  plant;  and 

(ii)  Any  remaining  unassigned  Class  I 
utilization  shall  be  assigned  to  the  non- 
pool  plant’s  receipts  of  bottling  grade 
milk  from  plants  not  fully  regulated  un¬ 
der  any  Federal  milk  order: 

(6)  Any  remaining  unassigned  re¬ 
ceipts  of  fluid  milk  products  and  bulk 
fluid  cream  products  at  the  nonpool 
plant  from  pool  plants  and  other  order 
plants  shall  be  assigned  pro  rata  to  such 
remaining  unassigned  receipts  from  each 
source  in  sequence  to  any  Class  III  utili¬ 
zation,  then  any  Class  II  utilization,  and 
then  any  remaining  Class  I  utilization  at 
the  nonpool  plant;  and 

(7)  In  determining  the  nonpool  plant’s 
utilization  for  purposes  of  this  para¬ 
graph,  any  fluid  milk  products  and  bulk 
fluid  cream  products  transferred  from 
such  nonpool  plant  to  a  plant  not  fully 
regulated  under  any  Federal  milk  order 
shall  be  classified  on  the  basis  of  the 
second  plant’s  utilization  using  the  same 
assignment  priorities  at  the  second  plant 
that  are  set  forth  in  this  paragraph. 

§  1099.46  Classification  of  producer 
milk. 

Each  month  the  market  administra¬ 
tor  shall  determine  the  classification  of 
producer  milk  in  the  following  manner: 

(a)  Correct  for  mathematical  and 
other  obvious  errors  all  reports  filed  pur¬ 
suant  to  §  1099.30  and  compute  sepa¬ 
rately  for  each  pool  plant  and  for  each 
cooperative  association  with  respect  to 
milk  for  which  it  is  the  handler  pursuant 
to  §  1099.10  (d>  or  (e)  the  pounds  of 
skim  milk  and  butterfat,  respectively,  in 
each  class  in  accordance  with  §§  1099.40 
through  1099.45,  and  §  1099.48.  For  pur¬ 
poses  of  this  paragraph  and  §  1099.47, 
fluid  cream  products  that  are  received 
from  another  plant  in  packaged  form 
and  disposed  of,  or  held  in  inventory,  in 
the  same  container  in  which  received 
shall  not  be  included  in  a  handler’s  re¬ 
ceipts,  inventory,  or  disposition  unless 
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such  products  become  other  source  milk 
pursuant  to  §  1099.14  (b)  or  (c) ; 

(b)  For  each  handler  described  in 
§  1099.10(a),  allocate  in  accordance  with 
S  1099.47  such  handler’s  receipts  of  skim 
milk  and  butterfat  to  his  utilization  of 
skim  milk  and  butterfat  in  each  class, 
subject  to  the  following  conditions: 

(1)  If  the  handler  is  a  cooperative  as¬ 
sociation,  such  receipts  and  utilization 
shall  not  include  any  milk  for  which  it 
is  the  handler  pursuant  to  §  1099.10  (d) 
and  (e) ;  and 

(2)  If  the  handler  operates  two  or 
more  pool  plants,  such  receipts  and  util¬ 
ization  shall  be  for  all  of  his  pool  plants 
combined  unless  the  handler  requests  in 
his  reports  filed  pursuant  to  §  1099.30 
that  the  classification  of  producer  milk 
be  determined  separately  for  each  of  his 
pool  plants  and  he  has  no  skim  milk  or 
butterfat  that  would  be  allocated  under 
§  1099.47(a)  (10)  or  (11)  or  the  cor¬ 
responding  steps  of  §  1099.47(b) ;  and 

(c)  The  quantity  of  producer  milk  in 
each  class  shall  be  the  following: 

(1)  For  each  cooperative  association 
with  respect  to  milk  for  which  it  is  the 
handler  pursuant  to  §  1099.10  (d)  or  (e), 
the  combined  pounds  of  skim  milk  and 
butterfat  in  each  class  that  were  deter¬ 
mined  pursuant  to  paragraph  (a)  of  this 
section;  and 

(2)  For  each  handler  described  in 
§  1099.10(a),  the  combined  pounds  of 
skim  milk  and  butterfat  remaining  in 
each  class  after  the  computation,  pur¬ 
suant  to  §  1099.47(a)  (13)  and  the  cor¬ 
responding  step  of  §  1099.47(b). 

§  1099.47  Allocation  of  receipts  to  utili¬ 
zation. 

For  the  purpose  of  §  1099.46,  a  han¬ 
dler’s  receipts  shall  be  allocated  to  his 
utilization  as  follows: 

(a)  Skim  milk  shall  be  allocated  in 
the  following  manner: 

(1)  Subtract  from  the  total  pounds  of 
skim  milk  in  Class  III  the  pounds  of  skim 
milk  classified  as  Class  III  milk  pursuant 
to  §  1099.43(g)(2); 

(2)  Subtract  from  the  total  pounds  of 
skim  milk  in  Class  I  the  pounds  of  skim 
milk  in  receipts  of  packaged  fluid  milk 
products  from  an  unregulated  supply 
plant  to  the  extent  that  an  equivalent 
amount  of  skim  milk  disposed  of  to  such 
plant  by  handlers  fully  regulated  under 
any  Federal  milk  order  is  classified  and 
priced  as  Class  I  milk  and  is  not  used 
as  an  offset  for  any  other  payment  obli¬ 
gation  under  any  order; 

(3)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class  the  pounds 
of  skim  milk  in  fluid  milk  products  re¬ 
ceived  in  packaged  form  from  an  other 
order  plant,  except  that  to  be  subtracted 
pursuant  to  subparagraph  (6)  (vi)  of  this 
paragraph,  as  follows: 

(i)  From  Class  HI  milk,  the  lesser  of 
the  pounds  remaining  or  2  percent  of 
such  receipts;  and 

(ii)  From  Class  I  milk,  the  remainder 
of  such  receipts; 

(4)  With  respect  to  a  plant  that  was 
fully  regulated  in  the  immediately  pre¬ 
ceding  month  under  any  Federal  milk 
order  providing  for  a  similar  allocation 


of  beginning  inventories  of  packaged 
fluid  milk  products: 

(i)  Subtract  from  the  remaining 
pounds  of  skim  milk  in  Class  I  the  pounds 
of  skim  milk  in  packaged  fluid  milk  prod¬ 
ucts  that  are  in  inventory  at  the  begin¬ 
ning  of  the  month;  and 

(ii)  Subtract  from  the  pounds  of  skim 
milk  in  Class  II  the  pounds  of  skim  milk 
in  packaged  fluid  cream  products  that 
are  in  inventory  at  the  beginning  of  the 
month; 

(5)  Subtract  from  the  remaining 
pounds  of  skim  milk  in  Class  II  the 
pounds  of  skim  milk  in  other  source  milk 
(except  that  received  in  the  form  of  a 
fluid  milk  product  or  a  fluid  cream  prod¬ 
uct)  that  is  added  to,  or  used  to  produce, 
any  product  specified  in  §  1099.42; 

(6)  Subtract  in  the  order  specified 
below  from  the  pounds  of  skim  milk 
remaining  in  each  class,  in  series  begin¬ 
ning  with  Class  III,  the  pounds  of  skim 
milk  in  each  of  the  following: 

(i)  Other  source  milk  (except  that  re¬ 
ceived  in  the  form  of  a  fluid  milk  prod¬ 
uct)  that  was  not  subtracted  pursuant  to 
subparagraph  (5)  of  this  paragraph; 

(ii)  Receipts  of  fluid  milk  products 
(except  filled  milk)  for  which  bottling 
grade  certification  is  not  established ; 

(iii)  Receipts  of  fluid  milk  products 
from  unidentified  sources; 

(iv)  Receipts  of  fluid  milk  products 
from  a  producer-handler  as  defined  un¬ 
der  this  or  any  other  Federal  milk  order; 

(v)  Receipts  of  reconstituted  skim 
milk  in  filled  milk  from  an  unregulated 
supply  plant  that  were  not  subtracted 
pursuant  to  subparagraph  (2)  of  this 
paragraph;  and 

(vi)  Receipts  of  reconstituted  skim 
milk  in  filled  milk  from  an  other  order 
plant  that  is  regulated  under  any  Fed¬ 
eral  milk  order  providing  for  individual- 
handler  pooling,  to  the  extent  that  re¬ 
constituted  skim  milk  is  allocated  to  Class 
I  at  the  transferor  plant; 

(7)  Subtract  in  the  order  specified  be¬ 
low  from  the  pounds  of  skim  milk  re¬ 
maining  in  Class  II  and  Class  III,  in 
sequence  beginning  with  Class  III,  but 
not  in  excess  of  such  quantities,  the 
pounds  of  skim  milk  in  each  of  the 
following: 

(i)  Receipts  of  fluid  milk  products 
from  an  unregulated  supply  plant  that 
were  not  subtracted  pursuant  to  sub- 
paragraphs  (2)  and  (6)  <v)  of  this 
paragraph: 

(a)  For  which  the  handler  requests 
Class  II  or  Class  III  classification;  or 

(b)  Which  are  in  excess  of  the  pounds 
of  skim  milk  determined  by  multiplying 
the  pounds  of  skim  milk  remaining  in 
Class  I  by  1.25  and  subtracting  the  sum 
of  the  pounds  of  skim  milk  in  receipts 
of  producer  milk,  fluid  milk  products 
from  pool  plants  of  other  handlers  (or 
any  pool  plant  if  allocation  is  on  an  in¬ 
dividual  plant  basis),  and  bulk  fluid  milk 
products  from  other  order  plants  that 
were  not  subtracted  pursuant  to  sub- 
paragraph  (6)  (vi)  of  this  paragraph; 
and 

(ii)  Receipts  of  bulk  fluid  milk  prod¬ 
ucts  from  an  other  order  plant  that  are 


in  excess  of  bulk  fluid  milk  products 
transferred  or  diverted  to  such  plant  and 
that  were  not  subtracted  pursuant  to 
subparagraph  (6)  (vi)  of  this  paragraph, 
if  Class  II  or  Class  III  classification  is 
requested  by  the  operator  of  the  other 
order  plant  and  the  handler; 

(8)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class,  in  series 
beginning  with  Class  III,  the  pounds  of 
skim  milk  in  inventory  at  the  beginning 
of  the  month  of  fluid  milk  products  and 
fluid  cream  products  (and,  for  the  first 
month  that  this  subparagraph  is  effec¬ 
tive,  sour  cream)  that  were  not  sub¬ 
tracted  pursuant  to  subparagraph  (4)  of 
this  paragraph; 

(9)  Add  to  the  remaining  pounds  of 
skim  milk  in  Class  III  the  pounds  sub¬ 
tracted  pursuant  to  subparagraph  ( 1 )  of 
this  paragraph; 

(10)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class,  pro  rata  to 
such  quantities  in  Class  I  and  in  Class  II 
and  Class  III  combined,  with  the  quan¬ 
tity  prorated  to  Class  n  and  Class  in 
combined  being  subtracted  first  from 
Class  m  and  then  from  Class  II,  the 
pounds  of  skim  milk  in  receipts  of  fluid 
milk  products  from  an  unregulated  sup¬ 
ply  plant  that  were  not  subtracted  pur¬ 
suant  to  subparagraphs  (2),  (6)  (v),  and 
(7)  (i)  of  this  paragraph  and  that  were 
not  offset  by  transfers  of  fluid  milk  prod¬ 
ucts  to  the  same  unregulated  supply 
plant  from  which  fluid  milk  products  to 
be  allocated  at  this  step  were  received; 

(11)  Subtract  in  the  order  specified 
below  from  the  pounds  of  skim  milk  re¬ 
maining  in  each  class  the  pounds  of  skim 
milk  in  receipts  of  bulk  fluid  milk  prod¬ 
ucts  from  an  other  order  plant  that  are 
in  excess  of  bulk  fluid  milk  products 
transferred  or  diverted  to  such  plant  and 
that  were  not  subtracted  pursuant  to  sub- 
paragraphs  (6)  (vi)  and  (7)  (ii)  of  this 
paragraph : 

(i)  From  each  class,  in  series  begin¬ 
ning  with  Class  in,  the  pounds  deter¬ 
mined  by  multiplying  the  pounds  of  such 
net  receipts  by  the  larger  of  the  percent¬ 
age  of  estimated  combined  Class  II  and 
Class  in  utilization  of  skim  milk  an¬ 
nounced  for  the  month  by  the  market  ad¬ 
ministrator  pursuant  to  §  1099.22(1)  or 
the  percentage  that  the  combined  Class 
II  and  Class  III  utilization  remaining  is 
of  the  total  remaining  utilization  of  skim 
milk  of  the  handler;  and 

(ii)  From  Class  I,  the  remainder  of 
such  receipts; 

(12)  Subtract  from  the  pounds  of 
skim  milk  remaining  in  each  class  the 
pounds  of  skim  milk  in  fluid  milk  prod¬ 
ucts  and  bulk  fluid  cream  products  from 
pool  plants  of  other  handlers  (or  any  pool 
plant  if  allocation  is  on  an  individual 
plant  basis)  according  to  the  classifica¬ 
tion  of  such  products  pursuant  to  §  1099  - 
45(a) ;  and 

(13)  If  the  total  pounds  of  skim  milk 
remaining  in  all  classes  exceed  the 
pounds  of  skim  milk  in  producer  milk, 
subtract  such  excess  from  the  pounds  of 
skim  milk  remaining  in  each  class  in 
series  beginning  with  Class  III.  Any 
amount  so  subtracted  shall  be  known  as 
“overage”;  and 
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(b)  Butterfat  shall  be  allocated  in  ac¬ 
cordance  with  the  procedure  outlined  for 
skim  milk  in  paragraph  (a)  of  this  sec¬ 
tion. 

§  1099.48  Responsibility  of  handlers  and 
reclassification  of  milk. 

(a)  All  skim  milk  and  butterfat  shall 
be  classified  as  Class  I  milk  unless  the 
handler  who  first  receives  such  skim  milk 
or  butterfat  proves  to  the  market  admin¬ 
istrator' that  such  skim  milk  or  butterfat 
should  be  classified  otherwise.  In  the  case 
of  milk  received  from  producers  by  a 
handler  described  in  §  1099.10(e)  for  de¬ 
livery  to  a  pool  plant,  such  handler  shall 
have  the  burden  of  proving  the  classifi¬ 
cation  of  skim  milk  and  butterfat  in  the 
milk  specified  in  §  1099.13(b),  and  the 
operator  of  such  pool  plant  shall  have 
the  burden  of  proving  the  classification 
of  skim  milk  and  butterfat  in  the  milk 
specified  in  §  1099.13(a). 

(b)  Milk  received  by  a  pool  plant 
operator  from  a  handler  described  in 
§  1099.10(e)  shall  be  classified  according 
to  the  use  or  disposition  of  the  milk  at 
such  pool  plant  and  the  value  of  the  milk 
at  class  prices  shall  be  included  in  the 
operator’s  pool  obligation  pursuant  to 
§  1099.70. 

(c)  If  verification  by  the  market  ad¬ 
ministrator  discloses  that  the  original 
classification  of  skim  milk  or  butterfat 
was  incorrect,  such  skim  milk  or  butter¬ 
fat  shall  be  reclassified. 

10.  Section  1099.51  is  revised  as  fol¬ 
lows: 

§  1099.51  Class  prices. 

Subject  to  the  provisions  of  §§  1099.52 
and  1099.53,  the  class  prices  per  hundred¬ 
weight  for  the  month  shall  be  as  follows: 

(a)  Class  I  price.  The  Class  I  price  shall 
be  the  Class  I  price  pursuant  to  Part  1062 
of  this  chapter  (St.  Louis-Ozarks)  plus 
25  cents. 

(b)  Class  II  price.  The  Class  II  price 
shall  be  the  basic  formula  price  for  the 
month  plus  20  cents. 

(c)  Class  III  price.  The  Class  III  price 
shall  be  the  basic  formula  price  for  the 
month. 

11.  Section  1099.52  is  revised  as  fol¬ 
lows: 

§  1099.52  Butterfat.  differential. 

For  milk  containing  more  or  less  than 
3.5  percent  butterfat,  the  class  prices 
specified  in  §  1099.51  and  the  uniform 
price  specified  in  §  1099.71  shall  be  in¬ 
creased  or  decreased,  respectively,  for 
each  one-tenth  percent  butterfat  varia¬ 
tion  from  3.5  percent  by  an  amount, 
rounded  to  the  nearest  one-tenth  cent, 
that  is  equal  to  the  Chicago  butter  price 
for  the  month  multiplied  by  0.115. 

12.  Section  1099.53  is  revised  as  fol¬ 
lows: 

§  1099.53  Location  adjustments  to  han¬ 
dlers. 

(a)  For  producer  milk  received  at  a 
pool  plant  located  more  than  40  miles 
from  the  nearest  county  courthouse  in 
any  of  the  counties  included  in  the  mar¬ 
keting  area  which  is  classified  as  Class 
I  milk  and  eligible  pursuant  to  paragraph 

(c)  or  (d)  of  this  section  for  location 
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adjustment,  the  Class  I  price  specified  in 
§  1099.51(a)  shall  be  reduced  by  7.5  cents, 
and  by  an  additional  1.5  cents  for  each  10 
miles  or  fraction  thereof  that  such  plant 
is  located  beyond  50  miles  of  the  respec¬ 
tive  courthouse. 

(b)  In  determining  location  adjust¬ 
ments  pursuant  to  this  section,  mileage 
shall  be  based  on  the  shortest  hard¬ 
surfaced  highway  distance  as  determined 
by  the  market  administrator. 

(c)  If  skim  milk  and  butterfat  are  al¬ 
located  on  an  individual  plant  basis  pur¬ 
suant  to  §  1099.47,  the  quantity  of  milk 
received  at  the  plant  as  producer  milk 
that  shall  be  subject  to  location  adjust¬ 
ment  shall  be  determined  as  follows: 

(1)  From  the  total  pounds  of  Class  I 
skim  milk  and  butterfat,  respectively,  at 
such  plant  subtract  any  beginning  in¬ 
ventory  and  other  source  milk  allocated 
to  Class  I  pursuant  to  §  1099.47  (a)  and 
(b)  and  any  Class  I  transfers  to  other 
pool  plants; 

(2)  The  amount  of  Class  I  transfers 
from  such  plant  to  other  pool  plants  that 
is  eligible  for  a  location  adjustment  shall 
be  determined  at  the  transferee  plant  as 
follows: 

(i)  From  the  total  pounds  of  Class  I 
skim  milk  and  butterfat,  respectively,  at 
such  transferee  plant  (excluding  Class 
I  transfers  to  other  pool  plants  that  are 
not  eligible  for  location  adjustment  as 
determined  at  such  other  pool  plants) 
subtract  any  beginning  inventory  and 
other  source  milk  allocated  to  Class  I 
pursuant  to  §  1099.47  (a)  and  (b) ; 

(ii)  From  the  remaining  pounds  of 
Class  I  skim  milk  and  butterfat,  respec¬ 
tively,  subtract  95  percent  of  the  skim 
milk  and  butterfat,  respectively,  in  re¬ 
ceipts  at  such  transferee  plant  of  pro¬ 
ducer  milk; 

(iii)  Assign  the  remaining  amount  of 
Class  I  skim  milk  and  butterfat  to  fluid 
milk  products  received  by  transfer  from 
other  pool  plants  in  sequence  beginning 
with  receipts  from  the  plant  having  the 
highest  Class  I  price;  and 

(iv)  The  amount  of  Class  I  transfers 
eligible  for  location  adjustment  at  each 
transferor  plant  shall  be  the  quantity 
assigned  pursuant  to  subdivision  (iii)  of 
this  subparagraph  or  the  quantity  of 
Class  I  skim  milk  and  butterfat  trans¬ 
ferred  from  such  plant  to  the  transferee 
plant,  whichever  is  less;  and 

(3)  The  sum  of  the  quantities  deter¬ 
mined  pursuant  to  subparagraphs  (1) 
and  (2)  (iv)  of  this  paragraph,  or  the 
total  pounds  of  milk  received  at  the  plant 
as  producer  milk,  whichever  is  less,  shall 
be  the  total  quantity  of  milk  eligible  for 
location  adjustment  at  such  plant. 

(d)  If  skim  milk  and  butterfat  are 
allocated  on  a  system  basis  pursuant  to 
§  1099.47,  the  quantity  of  milk  received 
at  each  plant  as  producer  milk  that 
shall  be  subject  to  any  location  adjust¬ 
ment  applicable  at  such  plant  shall  be 
determined  as  follows: 

(1)  Assign  to  the  skim  milk  and  but¬ 
terfat,  respectively,  in  the  combined 
Class  II  and  Class  III  utilization  at  each 
plant  of  the  handler  (excluding  any  such 
utilization  at  each  plant  based  on  trans¬ 
fers  to  other  pool  plants  of  the  handler) 
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any  beginning  inventory  and  other  source 
milk  receipts  at  such  plant  of  the  respec¬ 
tive  category  allocated  to  such  combined 
class  uses  pursuant  to  each  subparagraph 
of  §  1099.47(a)  and  the  corresponding 
step  of  §  1099.47(b) .  If  the  same  category 
of  other  source  milk  to  be  assigned  to  the 
combined  Class  II  and  Class  III  utiliza¬ 
tion  was  received  at  two  or  more  plants 
of  the  handler,  such  other  source  milk 
shall  be  assigned  first  to  the  combined 
Class  II  and  Class  III  utilization  at  the 
plant  where  the  lowest  Class  I  price  ap¬ 
plies  and  then  in  sequence  to  such  utili¬ 
zation  at  plants  having  the  next  higher 
Class  I  prices  (excluding  in  each  case 
utilization  based  on  transfers  to  his  other 
pool  plants).  To  the  extent  that  com¬ 
bined  Class  II  and  Class  III  utilization  of 
beginning  inventory  and  other  source 
milk  remains  unassigned,  such  remainder 
shall  be  assigned  first  to  the  remaining 
combined  Class  II  and  Class  III  utiliza¬ 
tion  at  the  plant  where  the  lowest  Class  I 
price  applies  and  then  in  sequence  to 
such  utilization  at  plants  having  the 
next  higher  Class  I  prices; 

(2)  From  the  total  pounds  of  Class  I 
skim  milk  and  butterfat,  respectively,  at 
each  plant  of  the  handler  (excluding 
transfers  to  his  other  pool  plants  and 
Class  I  transfers  to  pool  plants  of  other 
handlers)  subtract  the  pounds  of  skim 
milk  and  butterfat  in  the  respective 
category  of  other  source  milk  received 
and  beginning  inventory  at  such  plant 
which  exceed  the  quantities  assigned  to 
Class  II  and  Class  III  utilization  at  such 
plant  pursuant  to  subparagraph  (1)  of 
this  paragraph; 

(3)  The  amount  of  transfers  from 
each  plant  to  other  pool  plants  of  the 
handler  operating  such  plant  and  Class 
I  transfers  to  pool  plants  of  other  han¬ 
dlers  that  are  eligible  for  a  location  ad¬ 
justment  shall  be  determined  at  the 
transferee  plant  as  follows: 

(i)  To  the  pounds  of  Class  I  skim 
milk  and  butterfat,  respectively,  re¬ 
maining  at  the  transferee  plant  after  the 
computation  pursuant  to  subparagraph 
(2)  of  this  paragraph  add  any  Class  I 
transfers  from  such  plant  to  other  pool 
plants  that  are  eligible  for  location  ad¬ 
justment  as  determined  at  the  plants 
to  which  such  transfers  were  made,  and 
then  subtract  95  percent  of  the  skim 
milk  and  butterfat,  respectively,  in  re¬ 
ceipts  at  such  transferee  plant  of  pro¬ 
ducer  milk; 

(ii)  Assign  the  remaining  amount  of 
Class  I  skim  milk  and  butterfat  to  fluid 
milk  products  received  by  transfer  from 
other  pool  plants  in  sequence  beginning 
with  receipts  from  the  plant  having  the 
highest  Class  I  price;  and 

(iii)  The  amount  of  Class  I  transfers 
eligible  for  location  adjustment  at  each 
transferor  plant  shall  be  the  quantity  as¬ 
signed  pursuant  to  subdivision  (ii)  of 
this  subparagraph  or  the  quantity  of 
Class  I  skim  milk  and  butterfat  trans¬ 
ferred  from  such  plant  to  the  transferee 
plant,  whichever  is  less;  and 

(4)  The  sum  of  the  quantities  deter¬ 
mined  pursuant  to  subparagraphs  (2) 
and  (3)  (iii)  of  this  paragraph,  or  the 
total  pounds  of  milk  received  at  the 
plant  as  producer  milk,  whichever  is  less, 
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shall  be  the  total  quantity  of  milk  eli¬ 
gible  for  location  adjustment  at  such 
plant. 

(e)  The  Class  I  price  applicable  to 
other  source  milk  shall  be  reduced  at  the 
rates  set  forth  in  paragraph  (a)  of  this 
section,  except  that  the  adjusted  Class  I 
price  shall  not  be  less  than  the  Class  III 
price. 

13.  In  §  1099.61(e),  subparagraph  (2) 
is  revised  as  follows: 

§  1099.61  Plants  subject  to  other  Fed¬ 
eral  orders. 

***** 

(e)  *  *  * 

(2)  Compute  the  value  of  the  recon¬ 
stituted  skim  milk  assigned  in  subpara¬ 
graph  (1)  of  this  paragraph  to  route 
disposition  in  this  marketing  area  by 
multiplying  the  quantity  of  such  skim 
milk  by  the  difference  between  the  Class 
I  price  under  this  part  that  is  applicable 
at  the  location  of  the  other  order  plant 
(but  not  to  be  less  than  the  Class  III 
price)  and  the  Class  III  price. 

14.  Section  1099.62  is  revised  as 
follows: 

§  1099.62  Obligation  of  handler  operat¬ 
ing  a  partially  regulated  distributing 
plant. 

Each  handler  who  operates  a  partially 
regulated  distributing  plant  shall  pay  on 
or  before  the  25th  day  after  the  end  of 
the  month  to  the  market  administrator 
for  the  producer-settlement  fund  the 
amount  computed  pursuant  to  paragraph 

(a)  of  this  section.  If  the  handler  sub¬ 
mits  pursuant  to  §§  1099.30(b)  and 
1099.31(c)  the  information  necessary  for 
making  the  computations,  such  handler 
may  elect  to  pay  in  lieu  of  such  payment 
the  amount  computed  pursuant  to  para¬ 
graph  (b)  of  this  section: 

(a)  The  payment  under  this  paragraph 
shall  be  the  amount  resulting  from  the 
following  computations: 

(1)  Determine  the  pounds  of  skim 
milk  and  butterfat,  respectively,  in  the 
partially  regulated  distributing  plant’s 
route  disposition  in  the  marketing  area; 

(2)  Subtract  the  pounds  of  skim  milk 
and  butterfat,  respectively,  received  at 
the  partially  regulated  distributing 
plant: 

(i)  As  Class  I  milk  from  pool  plants 
and  other  order  plants,  except  that  sub¬ 
tracted  under  a  similar  provision  of 
another  Federal  milk  order;  and 

(ii)  From  another  nonpool  plant  that 
is  not  an  other  order  plant  to  the  extent 
that  an  equivalent  amount  of  skim  milk 
or  butterfat  disposed  of  to  such  nonpool 
plant  by  handlers  fully  regulated  under 
any  Federal  milk  order  is  classified  and 
priced  as  Class  I  milk  and  is  not  used 
as  an  offset  for  any  other  payment  ob¬ 
ligation  under  any  order; 

(3)  Subtract  the  pounds  of  reconsti¬ 
tuted  skim  milk  in  the  partially  regu¬ 
lated  distributing  plant’s  route  disposi¬ 
tion  in  the  marketing  area; 

(4)  Combine  the  remaining  pounds  of 
skim  milk  and  butterfat  and  multiply  the 
total  by  the  difference  between  the  Class 
I  price  and  the  weighted  average  price, 
both  prices  to  be  applicable  at  the  loca¬ 
tion  of  the  partially  regulated  distribut¬ 


ing  plant  (but  not  to  be  less  than  the 
Class  III  price) ;  and 

(5)  Add  the  amount  obtained  from 
multiplying  the  pounds  of  reconstituted 
skim  milk  specified  in  subparagraph  (3) 
of  this  paragraph  by  the  difference  be¬ 
tween  the  Class  I  price  applicable  at  the 
location  of  the  partially  regulated  dis¬ 
tributing  plant  (but  not  to  be  less  than 
the  Class  III  price)  and  the  Class  HI 
price. 

(b)  The  payment  under  this  para¬ 
graph  shall  be  the  amount  resulting  from 
the  following  computations: 

(1)  Determine  the  obligation  that 
would  have  been  computed  pursuant  to 
§  1099.70  for  the  partially  regulated  dis¬ 
tributing  plant  if  the  plant  had  been  a 
pool  plant,  subject  to  the  following 
modifications: 

(i)  Fluid  milk  products  and  bulk  fluid 
cream  products  received  at  the  partially 
regulated  distributing  plant  from  a  pool 
plant  or  an  other  order  plant  shall  be 
allocated  at  the  partially  regulated  dis¬ 
tributing  plant  to  the  same  class  in  which 
such  products  were  classified  at  the  fully 
regulated  plant; 

(ii)  Fluid  milk  products  and  bulk  fluid 
cream  products  transferred  from  the  par¬ 
tially  regulated  distributing  plant  to  a 
pool  plant  or  an  other  order  plant  shall 
be  classified  at  the  partially  regulated 
distributing  plant  in  the  class  to  which 
allocated  at  the  fully  regulated  plant. 
Such  transfers  shall  be  allocated  to  the 
extent  possible  to  those  receipts  at  the 
partially  regulated  distributing  plant 
from  pool  plants  and  other  order  plants 
that  are  classified  in  the  corresponding 
class  pursuant  to  subdivision  (i)  of  this 
subparagraph.  Any  such  transfers  re¬ 
maining  after  the  above  allocation  which 
are  classified  in  Class  I  and  on  which  an 
obligation  is  computed  for  the  handler 
operating  the  partially  regulated  dis¬ 
tributing  plant  pursuant  to  §  1099.70 
shall  be  priced  at  the  uniform  price  (or 
at  the  weighted  average  price  if  such 
is  provided)  of  the  respective  order  regu¬ 
lating  the  handling  of  milk  at  the  trans¬ 
feree  plant,  with  such  uniform  price  ad¬ 
justed  to  the  location  of  the  nonpool 
plant  (but  not  to  be  less  than  the  lowest 
class  price  of  the  respective  order),  ex¬ 
cept  that  transfers  of  reconstituted  skim 
milk  in  filled  milk  shall  be  priced  at  the 
lowest  class  price  of  the  respective  order; 
and 

(iii)  If  the  operator  of  the  partially 
regulated  distributing  plant  so  requests, 
in  lieu  of  the  obligation  pursuant  to 
§  1099.70(f)  and  the  credit  specified  in 
5  1099.82(b)(2),  the  obligation  for  such 
handler  shall  include  a  similar  obliga¬ 
tion  for  each  nonpool  plant  that  is  not  an 
other  order  plant  which  serves  as  a  sup¬ 
ply  plant  for  such  partially  regulated 
distributing  plant  by  making  shipments 
to  the  partially  regulated  distributing 
plant  during  the  month  equivalent  to  the 
requirements  of  §  1099.8(b),  subject  to 
the  following  conditions: 

(a)  The  operator  of  the  partially  regu¬ 
lated  distributing  plant  submits  with  his 
reports  filed  pursuant  to  §§  1099.30(b) 
and  1099.31(c)  similar  reports  for  each 
such  nonpool  supply  plant; 


(b)  The  operator  of  such  nonpool  sup¬ 
ply  plant  maintains  books  and  records 
showing  the  utilization  of  all  skim  milk 
and  butterfat  received  at  such  plant 
which  are  made  available  if  requested  by 
the  market  administrator  for  verification 
purposes;  and 

(c)  The  obligation  for  such  nonpool 
supply  plant  shall  be  determined  in  the 
same  manner  prescribed  for  computing 
the  obligation  of  such  partially  regulated 
distributing  plant;  and 

(2)  From  the  obligation  computed 
pursuant  to  subparagraph  (1)  of  this 
paragraph,  subtract: 

(i)  The  gross  payments  by  the  oper¬ 
ator  of  such  partially  regulated  distrib¬ 
uting  plant  for  bottling  grade  milk  re¬ 
ceived  at  the  plant  during  the  month 
from  dairy  farmers; 

(ii)  If  subparagraph  ( 1)  (iii)  of  this 
paragraph  applies,  the  gross  payments 
by  the  operator  of  such  nonpool  supply 
plant  for  bottling  grade  milk  received  at 
the  plant  during  the  month  from  dairy 
farmers;  and 

(iii)  The  payments  by  the  operator  of 
the  partially  regulated  distributing  plant 
to  the  producer-settlement  fund  of 
another  order  under  which  such  plant  is 
also  a  partially  regulated  distributing 
plant  and  like  payments  by  the  operator 
of  the  nonpool  supply  plant  if  subpara¬ 
graph  (1)  (iii)  of  this  paragraph  applies. 

15.  Section  1099.70  is  revised  as 
follows: 

§  1099.70  Computation  of  the  net  pool 
obligation- of  each  handler. 

The  monthly  net  pool  obligation  of 
each  handler  described  in  §  1099.10  (a), 

(d) ,  and  (e)  shall  be  determined  for  such 
handler,  or  for  each  pool  plant  of  such 
handler  if  the  allocations  pursuant  to 
§  1099.47  are  on  an  individual  plant  basis 
and  the  handler  requests  separate  state¬ 
ments.  Such  obligation  shall  be  a  sum  of 
money  computed  by  the  market  admin¬ 
istrator  as  follows: 

(a)  Multiply  the  pounds  of  producer 
milk  in  each  class  determined  pursuant 
to  §  1099.46  by  the  applicable  class  price 
and  add  the  resulting  amounts; 

(b)  Add  the  amounts  obtained  from 
multiplying  the  pounds  of  overage  sub¬ 
tracted  from  each  class  pursuant  to 
§  1099.47(a)  (13)  and  the  corresponding 
step  of  §  1099.47(b)  by  the  respective 
class  price  applicable  at  the  location  of 
the  pool  plant; 

(c)  Add  the  amount  obtained  from 
multiplying  the  difference  between  the 
Class  III  price  for  the  preceding  month 
and  the  Class  I  price  applicable  at  the 
location  of  the  pool  plant  or  the  Class  II 
price,  as  the  case  may  be,  for  the  current 
month  by  the  hundredweight  of  skim 
milk  and  butterfat  subtracted  from  Class 
I  and  Class  n  pursuant  to  §  1099.47(a) 
(8)  and  the  corresponding  step  of 
§  1099.47(b); 

(d)  Add  the  amount  obtained  from 
multiplying  the  difference  between  the 
Class  I  price  applicable  at  the  location 
of  the  pool  plant  and  the  Class  HI  price 
by  the  hundredweight  of  skim  milk  and 
butterfat  subtracted  from  Class  I  pur¬ 
suant  to  §  1099.47(a)(6)  (i)  through  <iv) 
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and  the  corresponding  step  of  §  1099.47 
(b),  excluding  receipts  of  bulk  fluid 
cream  products  from  an  other  order 
plant; 

<q)  Add  the  amount  obtained  from 
multiplying  the  difference  between  the 
Class  I  price  applicable  at  the  location  of 
the  transferor  plant  and  the  Class  III 
price  by  the  hundredweight  of  skim  milk 
and  butterfat  subtracted  from  Class  I 
pursuant  to  §  1099.47(a)  (6)  (v)  and  (vi) 
and  the  corresponding  step  of  §  1099.47 
(b) ;  and 

(f)  Add  the  amount  obtained  from 
multiplying  the  Class  I  price  applicable 
at  the  location  of  the  nearest  nonpool 
plants  from  which  an  equivalent  volume 
was  received  by  the  pounds  of  skim  milk 
and  butterfat  subtracted  from  Class  I 
pursuant  to  §  1099.47(a)  (10)  and  the 
corresponding  step  §  1099.47(b),  exclud¬ 
ing  such  skim  milk  and  butterfat  in  re¬ 
ceipts  of  bulk  fluid  milk  products  from 
an  unregulated  supply  plant  to  the  ex¬ 
tent  that  an  equivalent  amount  of  skim 
milk  or  butterfat  disposed  of  to  such 
plant  by  handlers  fully  regulated  under 
any  Federal  milk  order  is  classified  and 
priced  as  Class  I  milk  and  is  not  used  as 
an  offset  for  any  other  payment  obliga¬ 
tion  under  any  order. 

16.  In  §  1099.71,  paragraphs  (c)  and 
(e)  (2)  are  revised  as  follows: 

§  1099.71  Computation  of  the  uniform 
price. 

4  *  *  *  *  * 

(c)  Subtract,  if  the  average  butterfat 
content  of  the  milk  specified  in  para¬ 
graph  (e)  of  this  section  is  more  than 
3.5  percent,  or  add,  if  such  butterfat  con¬ 
tent  is  less  than  3.5  percent,  the  amount 
obtained  by  multiplying  the  amount  by 
which  the  average  butterfat  content  of 
such  milk  varies  from  3.5  percent  by 
the  butterfat  differential  specified  in 
§  1099.52,  and  multiply  the  the  result  by 
the  total  hundredweight  of  such  milk; 

*  *  *  *  * 

(e)  *  *  * 

(2)  The  total  hundredweight  for 
which  a  value  is  computed  pursuant  to 
§  1099.70(f) ; 

♦  *  *  *  * 

17.  In  §  1099.80,  paragraphs  (a)  (1) 
and  (2)  and  (c)  (1)  and  (2)  are  revised 
as  follows : 

§  1099.80  Time  and  method  of  payment 
for  producer  milk. 

(a)  *  *  * 

(1)  On  or  before  the  last  day  of  each 
month  to  each  such  producer  who  did  not 
discontinue  shipping  milk  to  such  han¬ 
dler  before  the  25th  day  of  the  month,  an 
amount  equal  to  not  less  than  the  Class 


m  price  for  the  preceding  month  multi¬ 
plied  by  the  hundredweight  of  milk  re¬ 
ceived  from  such  producer  during  the 
first  15  days  of  the  month,  less  proper 
deductions  authorized  by  such  producer 
to  be  made  from  payments  due  pursuant 
to  this  subparagraph ; 

(2)  On  or  before  the  17th  day  of  the 
following  month,  an  amount  equal  to  not 
less  than  the  uniform  price  adjusted  pur¬ 
suant  to  §§  1099.52  and  1099.86,  multi¬ 
plied  by  the  hundredweight  of  milk  re¬ 
ceived  from  such  producer  during  the 
month,  subject  to  the  following  adjust¬ 
ments;  (i)  Less  payments  made  such 
producer  pursuant  to  subparagraph  (1) 
of  this  paragraph,  (ii)  less  marketing 
service  deductions  made  pursuant  to 
§  1099.87,  (iii)  plus  or  minus  adjustments 
for  errors  made  in  previous  payments 
made  to  such  producer,  and  (iv)  less 
proper  deductions  authorized  in  writing 
by  such  producer:  Provided,  That  if  by 
such  date  such  handler  has  not  received 
full  payment  pursuant  to  §  1099.83  from 
the  market  administrator  for  such 
month,  he  may  reduce  pro  rata  his  pay¬ 
ments  to  producers  by  not  more  than 
the  amount  of  such  underpayment.  Pay¬ 
ments  to  producers  shall  be  completed 
thereafter  not  later  than  the  date  for 
making  payments  pursuant  to  this  para¬ 
graph  next  following  after  the  receipt  of 
the  balance  due  from  the  market 
administrator; 

***** 

(c)  *  *  * 

(1)  On  or  before  the  28th  day  of  the 
month  an  amount  equal  to  not  less  than 
the  Class  III  price  for  the  preceding 
month  multiplied  by  the  hundredweight 
of  milk  so  received  from  such  coopera¬ 
tive  association  during  the  first  15  days  of 
the  month,  less  proper  deductions  au¬ 
thorized  in  writing  by  the  cooperative 
association; 

(2)  On  or  before  the  14th  day  of  the 
following  month  not  less  than  the  uni¬ 
form  price  adjusted  by  the  butterfat 
and  location  differentials  pursuant  to 
§§  1099.52  and  1099.86  multiplied  by  the 
hundredweight  of  milk  so  received  from 
the  cooperative  association  during  the 
month,  subject  to  the  following  adjust¬ 
ments  (i)  less  payments  made  to  such 
cooperative  association  pursuant  to  sub- 
paragraph  (1)  of  this  paragraph,  (ii) 
less  proper  deductions  authorized  in 
writing  by  such  cooperative  association: 
Provided,  That  if  by  such  date  the  han¬ 
dler  has  not  received  full  payment  pur¬ 
suant  to  §  1099.83  from  the  market  ad¬ 
ministrator  for  such  month,  he  may  re¬ 
duce  pro  rata  his  payments  on  such 
milk  as  in  the  case  of  payments  to  pro¬ 
ducers  pursuant  to  paragraph  (a)  of  this 
section,  and  payments  hereunder  shall  be 


completed  not  later  than  the  date  for 
making  payments  pursuant  to  this  sub- 
paragraph  next  following  the  receipt  of 
the  balance  due  from  the  market  ad¬ 
ministrator;  and 

*  *  *  *  • 

18.  In  §  1099.82(b),  subparagraph  (2) 
is  revised  as  follows: 

§  1099.82  Payments  to  the  producer- 
settlement  fund. 

***** 

(b)  *  *  * 

(2)  The  value  at  the  weighted  average 
price  applicable  at  the  location  of  the 
plants  from  which  received  of  other 
source  milk  for  which  a  value  is  com¬ 
puted  pursuant  to  §  1099.70(f). 

§  1099.85  [Revoked] 

19.  Section  1099.85  is  revoked. 

20.  In  §  1099.86,  paragraph  (c)  is  re¬ 
vised  as  follows: 

§  1099.86  Location  differentials  to  pro¬ 
ducers  and  on  nonpool  milk. 

Ik  *  *  *  * 

(c)  The  weighted  average  price  ap¬ 
plicable  to  other  source  milk  shall  be 
reduced  at  the  rates  set  forth  in  §  1099. 
53,  except  that  the  adjusted  weighted 
average  price  shall  not  be  less  than  the 
Class  III  price. 

21.  Section  1099.88  is  revised  as 
follows : 

§  1099.88  Expense  of  administration. 

As  his  pro  rata  share  of  the  expense 
of  administering  the  order,  each  handler 
shall  pay  to  the  market  administrator  on 
or  before  the  15th  day  after  the  end 
of  the  month  5  cents  per  hundred¬ 
weight,  or  such  lesser  amount  as  the 
Secretary  may  prescribe,  with  respect  to : 

(a)  His  producer  milk  (including  such 
handler’s  own  production)  and  milk  re¬ 
ceived  from  a  cooperative  association 
acting  as  a  handler  pursuant  to 
§  1099.10(e); 

(b)  Other  source  milk  allocated  to 
Class  I  pursuant  to  §  1099.47(a)  (6)  and 
(10)  and  the  corresponding  steps  of 
§  1099.47(b),  except  such  other  source 
milk  on  which  no  handler  obligation  ap¬ 
plies  pursuant  to  §  1099.70(f) ;  and 

(c)  Route  disposition  in  the  market¬ 
ing  area  from  a  partially  regulated  dis¬ 
tributing  plant  that  exceeds  the  skim 
milk  and  butterfat  subtracted  to  §  1099. 
62(a)(2). 

Signed  at  Washington,  D.C.,  on  June 
4,  1971. 

John  C.  Blum, 
Deputy  Administrator, 
Regulatory  Programs. 

[FR  Doc.71-8021  Filed  6-10-71;8:45  am] 
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